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lo Introduction 



On July 1, 1970, Governor Rockefeller requested the 
Public Service Commission to investigate" the operations of CATV 
systems in the State of New York, The Governor stated: 

/'I am deeply interested in the development of CATV 
systems within the State, and cognizant of their enormous potentials 
as communications media. At the same time, I believe the people of 
the State should be assured that the rates, services, and operations 
of the companies doing business in this area are designed to serve 
the public interest, and that the potentials for service to the people 
are fully developed. V 

"At present CATV services are provided with only limited 
public scrutiny and control. To assist in determining whether State 
regulation of CATV and CATV companies, with or without preemption of 
local regulation, is in the public interest, to promote adequate, 
economic and efficient CATV systems service to the citizens of this 
State, I am asking you to undertake a comprehensive investigation to 
include a review of : 

--The extent to which CATV services are being pro- 
vided, and the quality and comprehensiveness of 
such services ; 

--The potential of CATV and its present and future 
importance to the convenience, welfare and economy 
of the State and its citizens; 

The extent of the industry as it now exists and 
its nature and possibilities for growth, and the 
rate of suck growth, as presently foreseeable; 

The extent of existing governmental supervision 
both in~ New York State and as practiced by other 
jurisdictions; and 

-- Whether regulation is necessary or desi-rable in 
the public interest and, if so, the form which 
such regulation should takeo 

"In addition, as to existing CATV operations, the in- 
vestigation should ascertain the basis for the present rates and 
charges for services and consider whether such fees seem just and 
reasonable. 

\:^:.,.-::- - "As the PSC is the agency with general responsibility 
for regulation in the utility and communication fields, I am asking 
^^^^^^^^ 

interested parties an opportunity to express their views, and public 
hearings should be held to the extent you deem it necessary or 
desirable;" ^ 



The CATV industry is a grovfing one, but it has tended to 
develop on a monopolistic basis- -with but a single system serving 
any geographical areao Observing this development, the Federal Com- 
munications Commission in 1968 stated: ^'We . o obelieve that local, 
state and federal governmental agencies must face up to providing 
some means of consumer protection in this area. This report con- 
siders the role of the State in regulating CATV operations with a 
view to protecting consumers and other interests of vital State 
concern, while at the same time facilitating development of the CATV 
industry. 

On the same day as the Governor's request, the Federal 
Communications Commission issued a Notice of Proposed Rulemaking 
concerned with Federal-State-Local relations in the area' of CATV 
regulation. The Notice is discussed infra at ppc 99-101. While 
this report is intended primarily as a response to the Governor's 
request, it also suggests positions that the Public Service Com- 
mission and the State of New York might take in relation to the FCC 
Notice of Proposed Rulemaking and other proceedings pending before 
that Commission. 

CATV systems, as presently constructed and operated, con- 
sist of three main partslj (1) an origination point, usually re- 
ferred to as the "headend," which consists o£ a Teceiving antenna- 
and electronic conversion and amplification equi^ 
receive, filter, convert and amplify broadcast signals (televisian 
and FM) available at the anteniia sl^^ lines conr : 

s is ting o f CO axial cable and as s ociated amp 1 if ieris and f i 1 tets ,^ which 
branch put ^om t origin point to the areas served by the CATV 



system; and (3) a small coaxial cable, or "drop," which connects 
the subscriber's television set to the nearest CATV distribution 
line. 

Several variations are possible. The antenna at the "head- 
end" may simply pick up broadcast signals available at that point, 
or it may receive signals relayed from more remote points" by coaxial 
cable or microwave (usually the latter). In addition, the CATV sys- 
tem may have facilities at the "headend"- -primitive or elaborate- - 
for feeding npnbroadcast programming into the system in lieu of sig- 
nals, picked up, off the air. 

The coaxial cable used for distribution, and related sup- • 
porting structures, may be installed in their entirety by the CATV 



system. But this is rare. Typz<aMy, the CATV system arranges to 
string its cabl^ on the p^^les (or m the ducts) of local telephone 
or utility companies for an agreed ummi. Or the CATV system leases 
a telephoi^e-supplied cf)annel w deliver ^t^ signals from the head- 
end to its subscribers* sots. The forp^rr is the more common 
practice. 

A subscriber's set, when coKn??cted to tU& CATV system, may 
be equipped with a switch, so that the subscriber so may receive 
programs off the air. But such equipment is rarely asi&loyed, and 
^ television set connect^^d to a CATV system usually cmvm receive 
programs off the air. . 

Without going beyond the present state of the art, thv po- 
tential o£ CATV, both for public and privaW purposes , is very grast: 
This potential stems from two factors: 

First, the number of CATV channels is not subject t& any 
prescribed limitation, and there is every indication that the coiUs 
of furnishing additional channels is low relative to the cost of 
the general system (and very low relative to other media with similar 
characteristics, such as additional over-the-axr broadcasting 
stations). Thus, the prospect is that systems with increasingly large 
numbers of channels will be constructed. Teleprompter, the largest 
CATV operator in New York and in the nation, is making provis^^n 
for 2 7 channels in all new construction activities, and a systems 
with 42 channels is being constructed at San Jose. 

Second, since the signals are routed through cables, it is 
technologically simple, relatively speaking, :^ "fiiter" sigjxals so ; 
that some go to certain subscribers and not to others (in contrast 



to broadcast signals /which go to everyone within [range o£ 

Station) . )• 
These two factors, 3d v.. the existing technology o£ 

television origination and reception, make possible: 

1. An increased number, and improved reception, of conven- 
tional television broadcast signals » Increasing the number of sig- 
nals is important in areas where off-the-air television signals are 
few;. Improving the reception of signals is important in areas where 
buildings or terrain interfere .with over-the-air transmissions (this 
is a particularly difficult problem in the case of color trans- 
missions). 

2. The presentation of additional television programming, 
of interest only to a locality or to a particular group of viewers , 
which could not be supported financially on over-the-air television 

(such as local sports , dramatic presentations , and town meetings) . ■ ) 

The large number of (:hanne Is , the abili^^ to direct programs to 
particular audiences, and the possibility of charging for particular 
programs , all comb ijie to make this an attractive prospect o Even in 
the absence of per-program charges, local or specialized advertising 
might suffice to support local or specialized programming if the 
cost of such support is reduced by economical CATV operations. 

3. The increased use of television for instructional and 
educational purposes. Again, the availability of large mimbers of 
channels and the ability to direct them to specific audiences in- 
creases: the flexibility of the medium for educational purposes : 
courses- cart be offered in difierent subje^^^ 

same subject at different times; post-graduate education can be 
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offered to members of various professions; job training or retraining 
programs can be undertaken for the unemployed, the temporarily dis- 
abled, or the mother with small childrene Programs of a cultural, 

as well as an instructional, nature may be offered. 

....... ^ ^ ^ 

4e Use of television for programs involving governmental 
assistance 0 In addition to educational programs, the CATV system 
could provide informational programs on employment opportunities, 
types of government assistance available for various kinds of prob- 
lems , instructions on driving safety, on home maintenance and on 
preparation of tax returns. 

5. Greater use of television in programs concerned with 
politics and public affairs . Through use of appropriate filtering 
techniq^aes, it is possible for political candidates to tailor their 
presentations on CATV to their respective constituencies (an im- 
possibility with over- the-air broadcasts) , with a substantial reduc- 
tion in program costs. Also, such techniques could make available 
programming of interest only to a limited section of a larger city 
(such as local school developments) , making possible the creation of 
more cohesiye communities within large urban areas (encompassing 
ghettos at the one extreme, and suburban districts at the other) ♦ 

6. A variety of miscellaneous services on specialized chan- 
nels , including weather, time, news ticker , stock ticker, mijjsic, 
traffic conditions, etc. 

These possibilities are all well within the potential 
capabildties of the current state of the art , and most of them, 
with the exception of those requiring extensive filtering, are being 
undertaken somewhere or other by operating CATV systems. Discussion 



of the additional potential o£ more advanced systems is reserved 
for future consideration. 

In order to determine the appropriate role ^or the State of 
New York in relation tn cable television, it is necessary to cover, 
an extensive, and aigi. omplex, matrix of industrial, governmental 
and technological a^vexopments , This report considers the following 
major topics: 

Television Broadcasting and the Federal Cbmraunications 
Commission 

Federal Regulation of Cable Television 

State Regulation of Cable Television 

Municipal Regulation of Cable Television 

Cable Television in New York State and in the Nation 

Variations in eable Operations and Pot 
Future Operations 

Positions of Various Parties Co-ncerning the 
of Cable Television by the State of New York 

Recommendations and Conclusions 
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1 1 0 Television Broadcasting and the Federal 
■ Communications Commission 

Cable television developed initially as an adjunct 
to over-the-air television broadcasting, and the principal function 
of CATV today continues to be the transmission of television signals 
or" ' " adcast over-the-air. It is necessary > therefore, if 

CATV problems are properly to be understood, to consider first the 
development and regulation of over- the-air television broadcasting. 

A. Use of the Radio Spectrum 

The single most significant characteristic of over- 
the-air television broadcasting is that it makes use of the electro- 
magnetic or radio spectrum. Electromagnetic waves, produced by the 
acceleration or oscillation of an electric charge, radiate outward 
from the source at the speed of light , 300 million meters per second, 
These waves have a frequency , expressed in cycles per second (or 
Hertz) , and a wavelength^ generally expressed in units of the metric 
system. Since the speed of electromagnetic waves is constant at 
the speed of light, the frequency and wave length are inversely re- 
lated to one another : the longer the wave length the shorter the 
frequency, and vice - vers a. The product of the two is always equal 
to 300 million meters per second. The physical characteristics of 
radio wave propagation- -distance travelled as a function of power 
input, susceptibility to physical obstruction, attenuation attrib- 
utable to rain, etc . - -vary significantly from one frequency rang 
■to.; another. 

The radio spectrum, which ranges upwards from fre- 
quencies of 10 kilohertz (10 ,000 cycles- per second) , is used for 
a wide variety of purposes, most of them involving some form of 
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communications: military and defense facilities; space technology; 
air and maritime navigation; radio and television broadcasting; 
communications common carriers ; business and industrial radio; 
police, fire and other local emergency services; air, maritime, 
rail, taxi and other transportation services ; atmospheric and geo- 
detic exploration; and citizens and amateur radio. In the absence 
of some form of regulation, use of the radio spectrum by one party 
for a particular purpose could create electronic interference with 
the use of the radio spectrum by another party for the same or a 
different purpose. While the phenomenon of electronic interference 
involves many variables, it may be said , in general terms , that 
interference will occur unless care is taken to assure an adequate 
separation between potentially interfering signals in one or a 
combination of four ways: CD separation in space (one signal 
sufficiently remote from the other in geographical terms) ; (2) 
separaUon in frequency (one signal sufficiently^^ remote from the 
other in frequency employed) ; (3) separation in time (one signal 
sufficiently separated from the other in time, including the use of 
intervals in the transmission of one signal in order to transmit 
another) ; ahi (4r distinction in transmission characteristics, such 
as polarization, in which one signal varies over^ o^^^ while 

the other varies over a different planeo 

Over the years, the capacity of the ra^ 

has been greatly expanaea, bdth^^^ 
available for use and in the inte^^^^ 

quencieso The former development involves the utilization of pro- 
gressively higher frequencies with cow shorter wave 
lengths; even so, most present uses of the spectrum are below 
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15 GHz (15,000,000,000 cycles per second) o The second development 
involves two kinds of improvement: the use of narrower frequency 
bands to accomplish a particular purpose, and the refinement of 
separation techniques so that multiple uses of the same or adjacen 
frequencies become more extensive o 

Notwithstanding these technological developments, 
the demand for radio spectrum space, and for specif ic radio fre- 
quencies in particular, has exceeded the available supply since th 
early twenties , when radio broadcasting was initiatedo In order t 
regulate electromagnetic emissions, with a view to controlling ex- 
cessive electronic interfeA-ence, Congress in 1927 empowered the 
Federal Radio Commission (FRC) to license all radio emissions of 
private parties under the terms of the Federal Radio Acto The 
Federal Communications Commission (FCC) succeeded to the respons i- 
bilities of the FRC when the Federal Radio Act was reenacted in 
substantial measure as Part III of the Comjnunications Act of 1934o 

Undier the CommuKiications Act , the FCC licenses al 1 
uses o First, 
federal agencies do not require FCC approval in order to use the 
radio spectrum; but the radio practices of the federal agencies ' 
have been coordinated with FCC licensing procedures , since the 
beginning of regulation , by one or another representative of the 
executive brancho Second , the FCC is obliged , in formulating and 
implementing its licensing policies , to abide by international 
treaties (extensive in numb^ to the use 

of the radio spectrum o Within these two limitations , however , the 
authority of the FCC is plenary and preempts any possibility of 
state or local control of the radio spectrumo 



The rationale for this extensive authority is evident 

from the face of the Communications Act itself, which vests in the 

. ^ ' 'I 

FCC authoirity over radio signals which cross state or national 

boundaries, or which are transmitted within any federal territory 
or from any United States vessel or aircraft, and also radio signals 
••within any State when the effects of such use extend lii/uiiii the 
borders of said State, or when interference is caused by such use 
or operation with the transmission of such energy, communications, 
or signals from within any said State to any place beyond its bor- 
ders , or from any place beyond its borders to any place within said 

State, or with the transmission or reception of such energy, com- 
munications, or signals from and/or to places beyond the borders of 
said State." Since one of the enumerated effects almost invariably 
can be shown, evei. in the case of the most local radio transmission, 
the courts have treated every use of the eiectromagneticspectrm 
as one involving a transmission in or affecting interstate^^^^c^ 
and subject to the control of the FCC o 

The CpmraUnicati^ 

creation of any private property interests in the 
authorizes the FCC to permit use of the spectrum or ^^1^^ 
: periods of time 0 The Act provides that its purp^ 
1 the control of the United States over all the channels of inter- 
state and foreign radio transmission; arid to^^^p^ use 
of such channels , but no t the ownership thereof ; by pers 
limited periods of time, under licenses granted by Federal authority, 
and no such license shall be construed to create any right, beyond 
the terms^ conditions , and periods of the^^^^^^l^ 

lic(enses jmust sign ''a waiver of any claim^^^ t of any particular ^■3-' 
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frequency or of the ether as against the regulatory power of the 
^ United States because of the previous use of the same," and each 

license must state that it "shall not vest in the licensee any 
i^igl^^ ^o operate the station nor any T*!?lrt in the use of frequ^iicii 
designated in the license beyond the term thereof nor in any othwr 
manner than authoriized therein License terms are limited to a 

maximum of three yssars for broadcast licenses and five years for 
other types Gf auj^rizatxons; but license renevfals 
limited periisis, are permittedo 

ThuisSj, oyer-the-air television broadcasting must be 
conducted witMn a framework of federally regulated radio spectrum 
usage. Thi# has meant, among otrher things, that television bi^oad- 
casting has liaa to compete for spectrum space with other possible 
alternate uses» and ithat the amount of spectrum space available 
for television Ibroaacastiingdhas^^^h the need to 

meet the le^itiaaate^ claims erf other users ;of the radio^^ s 
Present* teI«vlslon^ b^ 

;portions p£ the ra«0 spectrum (HHz equals r^^^^ 
■second)'': 

Channaais 2 to 4 54-72 MHz 

Chaiomels 5 and 6 76-88 MHz 

Channels 7 to 13 174-216 MHz 

ChanBcels 14 fco 36 470-608 MHz 

Chaj^^ls 3B to^^ 614-806 MHz 

Chanijeil 1 was elim 
vision broadc&^ting fef^eeause of itttserference with other spect 
^ useso ChaimeA 37 C6f8*614 MHzl) is reserved, at^^^ 
far ra^io astrp^^ ifed formar (ii^nnels 70 tp^^^^ 
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recently have been reallocated to other purposes (private and public 
land mobile radio) o 

Channels 2 through 13 are known as VHF channels (very 
high frequency) and channels 14 and above are known as UHF channels 
(ultra high frequency) o For present purposes, two general observations 
are pertinent: 

"irst, the number of television channels is limited 
to 66, and this number is not likely to be expanded in the near 
futureo There are two reasons for this: (1) Other demands upon 
spectrum space are intensive, so much so that the FCC recently has 
reallocated broadcast space (channels 70-82) to other uses and has 
permitted land mobile radio to use the lower UHF channels (14-20) 
under ia sharing arrangement with television broadcasting in certain 
large cities; thus, the prospect that more spectrum space will be 
allocated to television broadcasting is extremely remote 0 (2) 
Television broadcasting is not likely to be able to squeeze addi- 
-tional- channels into the spectrum space allocated to it at present; 
this would require changes, not only in broadcast transmission 
equipment, but also in television receivers in the hands of the 
general public; the obsolescence of the billions of dollars of 
consumer investment in television receivers is a substantial polit- 
ical impediment to the introduction of new technology narrowing 
the 6 MHz of bandwidth required for each television channel o 

Second, VHF and UHF channels have significantly 
different technical and economic characteristics o At the present 
time , the technical differences are less significant than the 
economic differences , but , even from a technical point of view , 
UHF channel assigments are less advantageous than^^ V channel 



assign iher. <^eause ynore powe ;1 antenna height are required 
for UHFs to obtain the same area coverage as VHFs, and UHF signals 
are more vulnerable to obstacles iuch as rough terrain. But the 
major problem goes back to the beginning of television operations, 
when technical differences were even more pronounced than they are 
today pVHF channels were the first ones licensed and they tended 
tov/dominate the major mass market?. Because most of the popular 
programming was on channels 2 through 13, there was little consumer 
interest in television receivers capable of receiving UHF^,,channels o 
In the absence of such rsceivers., UHF broadcasters w<?re unable to 
reach substantial audiences; they were therefore unable to interest 
advertisf^rs in their programming; and, as a consequence, they lacked 
the financial means to underwrite popular mass audience programming o 
Accordingly . HH^^ did not prosper aiid the consuming 

public continued to evidence a distinct lack of interest in tele- 
vision i»ets j capable of receiving UHF sig^ 

After several other efforts to, activate the UHF 
channelsV the FCC in 1962 obtained Congressional enactment of its 
All-Channel Receiver statute o Acting pursuant to this statute, 
the FCC by rule provided that television sets manufactured after 
April 30, 1964 could not be shipped in interstate or foreign com- 
merce unless they were capable of receiving all VHF and UHF channels 
Since 1964, the percentage of receivers capable of receiving UHF 
signals has increased substantially, and there has been a revival 
of broadcaster interest in UHF assignmentSo Tel^^vision sets ca* 
pable of receiving UHF signals reached 68% in 1970 and are expected 
to reach 901 in 1973o The number of UHF stations Increased from . 
86 in 1964 to 183 in 1970o However, many UHF assignments still 



lie fallow; and, for the most part, UHF broadcasters have been un- 
able to conduct profitable operationSo In a recent regulation, 
the FCC sought to rectify one UHF disadvantage by requiring UHF 
sets, to have "click" tuners at specified future dateSo 

By contrast, VHP operations have proved highly prof- 
itable, particularly in the large urban areas; and, with the ex- 
ception of some sparsely populated sections of the country, all 
VHF channel assignments are in use □ Where VHP and UHF stations 
are in direct competition with one ancther, the VHF stations almost 
invariably prove to be the most successful financiallyo 

Bo Geographical pistribution of Television 

Assignments v. , • ■ • :-. ,\ ~ 

The frequencies assigned to television broadcasting-- 

both VHF arid UHF~-have a significant pTopagation characteristic: 

their signals tend to travel in a straight linOo Thus , even with 

high-powered transmitters, propagation of television signals is 

limited by the horizon o Even so, given sufficient power, large 

areas can be covered by constructing extremely high transmission 

antennas and elevating reception antennas o Still larger areas can 

be covered by using air-borne transmitters (some actually were 

used in experimental educational broadcasting in the Midwest) o 

And today, using satellites for transmission, all or large portions 

of the nation could be covered by a single transmitter (with some 

adaptation in reception antennas) o Using the available frequencies 

for a relatively few transmitters covering large areas would maxi- 

:mi2e the number of signals available for television audiences, 

substantially without regard to the urban or rural location of the 

audiienceSo For policy reasons, however, the FCC has not taken this 

rappxoachc 



In the evolution qi; pre- television radio , the con- 
cept developed that the radio station (or at least certain classes 
o£ radio stations) should function as a local institution, opera- 
ting "as a sort of mouthpiece on the air for the community /the 
station__7 serves, over which its public events of general interest, 
its political campaigns, its election results, its athletic con- 
tests, its orchestras and artists, and discussions of its public 
issues may be broadcast/' The FCC undertook to apply this concept 
to television, and in 1952 assigned television channels to large 
numbers of communities „ The guiding policy considerations , developed 
in the context of radio, were stated in this order of priority: 

First, to provide all persons in the United States 
with at least one servicoo 

Second, to provide each community with at least one 
■ station.' ' ' V - 

Third, to provide all persons with multiple services 
from which they are able to make a selectipno 

Finally, to provide larger communities with addi - 
tional local stations o 

But a system of local assignments made it difficult 
to provide most audiences with a large choice of signals, particu- 
larly' wKiie the UHF channels remained dormant. In order to avoid 

electronic interference, it is necessary to establish mileage 
separations, not only between stations on the same channel but be- 
tween stations on adjacent channels (note that channels 4 and 5 and 
channels 6 and 7-, while adjacent on the dial, are not adj.ajcent in 
the radio spectrum) » For this purpose, the United States has been 
^ divided into three zoneSo Zone I encompasses most of the heavily 
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populated northeastern quadrant of the nation □ Zone III is the 
Gulf area, which presents special troposheric interference problemso 
The remainder of the United States is included in Zone lie Minimum 
separations for stations on the same channel are: 
Zone Channels 2-15 (VHF) Channels 14-69 (UHF) 

I 17C miles 15S miles 

II ^ 190 175 

III 220 205 - 

Minimum separations for stations on adjacent channels 

are the same for all zones: 60 mijles for VHF and 55 miles for UHFc 

What this means , in practical terms , is that no more 
than seven VHF channels can be assigned to a single cityo Only New 
York and Los Angeles have received this maximum number o And for 
New York City to have channels 2, 4, 5, 7^ 9, 11 and 13, these chan- 
nels have had to be made unavailable to ev^ry community within 170 
miles of the City, and channels 3, 6» 8, 10 and 12 can be employed 
only by communities located at least 60 miles from New York City's 
antenna site in lower Manhattan o Most substantial cities have only 
three VHF channel assignments / although about a dozen have four or 
f iveo' ■ . ■ ■ . 

<v But the FCC in 1952 assigried both ¥HF and UHF channels 
to a large number of communities, hundreds (mostly UHF) to com- 
munities with populations of 5\000 or lesso The general distribution, 
embodied in a ••Table of Assignments,** was as follows: 

City Population (1950) Nuhlb er of As si gnmeh t s 

1 million and above 6*10 

250,000 to 1 million^ 4-6 

50,000 to 250,000 2-4 

Under 50,000 1-2 



Many o£ the chaanel assignments, however, would not 
support viable stations. For the reasons indicated above, UHF 
stations fared poorly when compelled to compete with VHP stations; 
the FCC/s "intermixture" of VHF and UHF stations created conditions 
least conducive to the survival and growth of UHF stations o In 
addition, many of the assignments went to communities with audience' 
sizes insufficient to support the number of channels assigned; com- 
munities with populations sufficient to support one or more radio 
stations could not generate the advertising revenues necessary to 
support the considerably more expensive operation of television 
broadcasting stations o Despite assignments to 1 ,274 communities, 
all operations are now being conducted in 275 television "markets" 
(many of them embracing several communities each) ., 

While there has been growth in the television in- 
dustry since the f i£t ies , including some increased act Iva tion of 
UHF channels following the All -Channel Receiver law, the number of 
television signals available to most audiences is limited: six or 
more, in the larger markets, three to five in intermediate markets , 
and three or less in smaller markets oAnd^i should be emphasized 
that the effective service areas of television stations tend to be^ 
significantly more limited than the mileage separations o The 
"Grade A contour ," a circular boundary line along which 70% of the 
audience receives good signals 90% of the time v ma.y range anywhere 
from 20 to 60 miles from the transmitter depending on antenna height, 
transmitter power and nature of terrain« The"Grade B contour a 
more remote circular boundary 1 ine along which 50 I of the audience 
receives. the time , may range from 50 to 100 

miles;'; outi. • '^^■-■'■r 



The policy decision in favor o£ local community 
stations, assumed that locally oriented programming v/as a significant 
desideratura and that this objective would be furthered by the 
proliferation of local stationSo Yet the objective appears not to 
have been realizedp Overall, the percentage of programming that 
is locally originated tends to be relatively small- -about 151 , 
Programs of the three networks- -ABC , NBC and CBS- -account for the 
lion'^s share~-about 55% overallo The difference is made up of 
nationally distributed syndicated programs (mostly re-runs) and 
inotion picture films o In evening prime time, from 7:00 to 11:00 
Pom, in the East, the three networks account for more than 90% 
of television programming o 

Co Concentration of Control of Mass Me dia 

- — , ■ g ' ■ . " ' — [ ^ " ' — ■ 

With television developing as the nation's most 
popular mass medium, and with the number of television outlets 
(particularly VKF) sey<ireiy iimiteJ, the FCC has adopted a number 
of measures directed toward limiting concentration of control over 
television and other mass mediao Many of these restrictions are 
adaptations of measures adopted in the context of pre-television 
radio/ 

..*.-■_■■ ^ . ■ . * 

lo Limitatxon.s on the networks o Without question, 

the networks are the dominant force in! television broadcastingo 

Next to the FCC franchise, the most valuable asset a broadcaster 

can possess is a network affiiiationo As indicated above, the 

networks are the most significant isource of programming, surpassing 

all other sources combined. Network programs occupy this position 

because , by and large , they are the most popular and generatie the 

largest audiences for advertisers o Popular mass appeal prggrams 



generally are expensive to produce, and the networks, by reason 
of their existing dominance, are m the best position to finance 
and distribute expensive programs o And so network dominance tends 
to perpetuate itselfo 

Largely to overcome this dominance, and to assure 
some measure of station autonomy and independent programming by 
network affiliates, the FCC has adopted a number of regulations 
applicable to network operations: 

(1) Network affiliation agreements may not be 
exclusive and may not prevent the affiliated station from broad- 
casting the programs of another network o 

(2) Network affiliation agreements may not afford 
the network's affiliate more than a right of "first call" on the 
network's programso If the affiliated station declines to carry 
a network program, the network may not be precluded from offering 
the same program to another station in the same community o 

(3) Network affiliation agreements may not exceed 
two years in duration o 

(4) Network affiliation agreements may not require 
the affiliated station to give the network an "option" on broad- 
cast time prior to the network's agreement to schedule network 
programs during that timeo 

C5) Network afflliation^^ a^ must assure the 

affiliated station the rights : (a) to reject any network program 
"which: the station reasonably believes to be unsatisfactory or 
unsuitable, or contrary to the public interest ,"^^ a^ 
statute fox the network program "a program which, in the station' s 
opinion , is of greater local or national importance^" v ^ 



(6) Networks are permitted to own broadcast stations ejc^ 
cept under very limited cireumstanees , but they are prohibited from 
operating more than one network in the same territory at the same time. 

(7) Network affiliation agreements may not restrain the 
affiliated station in fixing or altering its rates for the sale of 
broadcast time for transmissions osaer than the network's programs. 

(8) Networks may not represent affiliated stations in the 

■ ,,.1 

sale of non-network time. 

~ (9) Stations may not schedule more than three hours o£ 
programs of the three national networks during the four hours of 
evening prime time (between 7:00 and 11:00 poO, in the East) in any 
of the top fifty television markets having three or more eoramercial 
television stations o Networks normally have programmed 3Js of these 
four hours. Jhe rules make an exception for network programming of 
"fast-breaking news events, on-the-spot coverage /of news events and 
political broadcasts by legally qualified candidates- for -public 
office;" they also provide that the portion of the time from which - 
network programming is excluded may not be filled with off-network- 
syndicated series programs or feature films broadcast in the market 
within the last two years. (This regulation , recently adopted and- 
^presently being reviewed in the courts , is not scheduled to take 

effect until October 1, 19710 

(10) Networks may not engage in "syndication'' 
(distributing programs other than for network exhibition) except 
under limited conditions. (This regulation, recently adopted and • 
presently being reviewed in the courts, is not scheduled to take 
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effect until October 1, 1971 as to some aspects, and October 1 

'i 

1972 as to others) o 

As indicated by the extent of network programming, 
and by the FCC'sreoent actions in adopting the last two regulatory 
restraints, the dommance of the television networks has yet to 
be effectively countered. 

2 » Limitations on ownership of multiple televisi on 
stations . The numbe^rr of television stations which may be brought 
under common ownership is limited to seven (in different areas) , 
no more than five of which may be VHF stations. There also is a 
more general prohibition against "concentration of control of 
television broadcasting in a manner inconsistent with public in- 
terest, convenience, or necessity;" but it has been rarely invoked. 
The FCC recently considered whether to impose an additional re- 
striction, limiting multiple ownership in the top 50 markets to 
three television stations per owner, no more than two of which 
could be VHF. But the proposal has been abandoned. 

In communities other than those in which its tele- 
vision stations are located, a television station operator may own 
as many as seven AM radio stations , seven FM radio stations , and 
an unlimited number of publications or other media of mass com- 
munications. The problem of common ownership of facilities in 
the same community will be considered next. 

3o Limitations on ownership^ of multiple media in 
the same market . For many years , the FCC has prohibited ownership 
by a single firm (or its affiliates) of more than one television 
staition in the same market. Under the so-called "anti-duopoly" 
rulei overlapping Grade B conrto.urs iare prohibited if there is 



common ownersiliiiip o£ the two or more television stations involved o 
Similar ressrricsrrons ^ply t^ common ownersHiip of AM stations and 
common ownerssh^g to£ M stations in the ^same laiarketo iBut until 
recently the^re ws no £lat prohibition against common ownership 
of different mm^s. mefl^?;: in the same mariceto Thus, a single owner 
could contr©iL ai teeleviisrion station, an AM radio station, an FM 
radio statioED ami one orr more newspapers serving the same community o 

Sa Marcii of 1970, the FCC adopted new regulations 
concerned wiS3i common ownership of different media in the same 
market o In general, the reguiations prohibit the ownership of AM 
or FM stations by television stations, and vice-versa, where the 
primary, broadcast contour of one (the Grade A contour for television) 
encompasses the entire community in which the other is locatedo 
Limitations also are imposed on common ownership of AM arid FM stations 
in the same community <, But divestiture of existing facilities is 
not required; common ownership of newspaper and broadcast facilities 
is not restricted; and there are numerous exceptions to the new 
proscriptions (for example, common ownership of UHF and AM or FM 
stations in the same market is to be considered on a case-by* case 
basis) o Contemporaneously with the adoption of the new regulations , 
the FCC proposed further rulemaking which would prohibit common 
ownership of broadcast and newspaper interests in the same mar^ 
and would require divestiture of commonly owned newspaper-broadcast 
interests and of diverse broadcast facilities, over a period of 
five year ^ , with a view to limiting a s ingl/ie^^^^o^ 
a televi^ioa 5 

given marfcel: fitgai:^, with cert^ 

reguiatioaaS' ?aa^ notr yet in full e a pending petition 



for reconsideration, and their fate— as well as the fate of the 
additional proposed restrictions- -is in. doubt, because of changes 
in the membership of the Commissiono 

Other li mitations on concentration of control s 
In addition to the restrictions embodied in the network regulations, 
the multiple ownership rules, and the single-market restrictions, 
the FCC has sought to apply a policy against undue concentration 
of control in individual licensing cases„ The most common instance 
is where several applicants seek to obtain the same broadcast 
authorizationo If all are otherwise qualified^ the FCC, in making 
a choice among the various applicants, will give favorable consider- 
ation to a selection that does not lead to increased concentratioiii 
of control over the media of mass communications (preferring an un- 
affiliated applicant to one with ownership interests in other broad- 
cast facilities or in newspapers) . This policy, however, has not 
proved to be very effective because: (a) in individual licensing 
cases involving multiple applicants, many factors are considered, 
and those unrelated to concentration of control may be held to 
warrant the selection of a mass media owner; (b) following the grant 
of a license to an unaffiliated applicant , the licensee may trans - 
fer the license^^^^^^^ present trans- 

a delay of three years generally is required) ; 
a^d(c) in many instances, the o broad- 

nation is a mass mc5dia owner , so no contest develops and 
no opportunity is afforded select an unaffiliated applicant o 
The results are 
ca^te^ affiliatio^^^ 

supposedly a matter of concern in c6nipar at iye cases , As of 



ovember 1967, 30 of the top 50 television markets and IS of the 
op 25 television markets were characterized by common ownership 
f a major newspaper and a VHF television station; approximately 
60 communities had local broadcast stations owned or controlled 
y newspapers, or with the latter holding minority interests in 
he stations; 76 communities had only one AM station and one daily 
ewspaper, with cross-ownership interests between the two; and 14 
ommunities had one AM station, one TV station, and one daily 
ewspaper , all commonly owned o 

While the FCC could refuse to license mass media 
pplicants in cases other than multiple applicant proceedings 
ecause of undue cbncentration of control, it has not done so--unless 
he degree of concentration exceeds the limits prescribed by its 
egulationso Similarly , questions of undue concentration of con- 
rol have been raised in connection with applications to renew or 
ransfer licenses; but again, unless the degree of concentration 
xceeds the limits of its regulations, the FCC almost invariably 
rants its approval « 

The FCC is in the midst of a proceeding considering 
he implications of ownership of broadcast facilities by firms with 
ubstantial non-broadcast interests (the "conglomerate inquiry") . 
lome preliminary observations have been reported, but no rules deal - 
ng with conglomerates have been proposed or adopted o During the 
endency of the proceeding to ^approve acquisitions 
f broadcast facilities by conglomerate corporations o The only 
uch acquisition to be thwarted was the: ABC* ITT mergelr, which was 
banddned after the Department of Justice appealed an FCC ruling 
^proving the merger o 



The effect o£ FCC determinations in individual 
cases / in restricting concentrations of control of mass media, has 
been virtually nil„ For the reasons indicated above, the only 
effective limitations on concenti tions of ownership are those 
embodied in specific regulationSo Within the restrictions imposed 
on total number of television stations, and the prohibition against 
ownership of multiple television stations in the same market, con- 
centrations of control have grown without hindrance from the FCC. 
Recently some newspaper-broadcast combinations have been challenged 
under the anti-trust laws, and, as noted above, new regulations 
recently have been proposed or adopted in the areas of concentration 
of control of the mass media in the same community, 
D. Licensing j)f Individual Broadcasters 

As previously indicated^, no person may operate a 
television station in the United States (or emit any other electro- 
magnetic waves) without a license from the FCCc The licensing of 
individual broadcast er-s is conducted within the framework outlined 
above. 

^' Radio s pectrum and other technical considerations . 
An applicant for a television station must confine itself to the 
frequencies allocated for that purpose. In addition, technical 
standards must be observed in connection with equipment employed 
for television transmission. Regulations similarly govern the lo- 
cation of the transmission antenna to assure: (a) that the popui 
lation in close proximity to the transmitter is not unduly large 
(because intense signals from the transmitter tend to "blanket" or 
drown out all other signals); and (b) that there are no physical 
obstructions inclose proximity to the antenna, which might cause 



2 5 




ERIC 



broadcasting, and since experience generally confers only an initial 
advantage, it will be deemed of minor significance. It Lv h« 



distortions or "radio shadows o" Hazards to air navigation also 
must be avoidedo 

2o Geographical distribution of facilities c Appli- 
cants must confine themselves to those channels which are assigned 
to the particular community they seek to serve (or some other com- 
munity within 15 miles of that community) o If some other frequency 
is desired, the applicant must petition the FCC to revise the Table 
of Assignments to mak3 available the frequency sought in the par- 
ticular community; only if the petition is granted, and the Table 
is revised in a rulemaking proceeding, will the FCC entertain in- 
dividual applications for use of the frequency o In general, the 



Table of Assignments resolves all 



major questions relating to 



geographical distribution of television broadcast facilities • 

' Nonetheless , other requirements involving geographi-: 

cal considerations recuro Thus, the television transmitter must be 
so loeated that all mileage separations underlying the Table of 
Assignments are observedo Also , the transmitter must render a pre- 
mium level of service (specified in terms of signal strength) to 
the community to be served , and the operator must maihtain its main 
studio in that community o In some cases there are disputes as 
to the point at which the transmitter should be located in order 
to optimize service to the population in the surrounding area « 
FiTi-'. uly,. the frequency sought must be unoccupied » If some other 
broadcaster presently is usin^ a particular frequencyv a prospective 
applicant must wait until the incumbent's three -year license ex- 
pires, and then, if so minded, seek the frequency at the time the 
incumbent applies for renewal of its licensee 



^' Restrictions on concentration of control . In 
the absence of multiple applicants for the same broadcast author 
zation/ compliance with the multiple ownership and common market 
regulations normally is all that is required. Although thes FCC 
asserts authority to preclade concentrations of control which fa 
short of those specif iegl in its regulations, it does not do so a 
a practical matter. 

4. General qualifications . There are a number of 
minimum requirements, based on the terms of the Communications 
Act, which all applicants must satisfy. 

(a) Citizenship . If the applicant is an individu 
he must be a United States citizen. If the applicant is a partn 
ship, all of its members must be citizens. If the applicant is 
corporation, it must be organized under the laws of a United Sta 
governmental unit , and aliens must not hold positions as officer 
or directors or own more than 20% of its capital stock. Limitat 
also are placed on alien ownership or control of a corporation 
owning more than 25% of the stock of a corporate applicant, and 
representatives of aliens and foreign governments are excluded f: 
receiving broadcast licenses. 

(b) . Character . An application may be denied be- - 
cause of the poor "character" of the applicant , as manifested by: 
past or present misrepresentations to the Commission; procuremet 
of broadcast licenses for speculative purposes ( i. ej. . ''traf f ickir 
misuse of a prior broadcasting license; convictioni,of a serious 
offense or one casting doubt on the reliability of ::the individual 
in a broadcasting function; prior conduct violativei of the anti- 
trust laws or otherwise indicating ah inclination to suppres 
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competition by resort to unfair tactics ; and improper, fraudulent 
or. deceptive business^practices o However, the FCC is not always 
consistent in disqualifying applicants for these character defects; 
and some of the inquiries may turn into investigations of the 
prior programming practices of the applicant,, 

(c) Financial ability . The applicant must be 
financially qualified "to construct and operate the proposed 
stationc" Although the applicant has to show that it can commence 
operations, it need not be in a position to sustain losing oper- 
ations over an extended period o The rough rule of thumb is that 
the applicant must have sufficient funds to construct the station 
and to operate the station for one year following its construction, 
"In those instances where operation during the first year is de- 
pendent upon estimated advertising revenues, the applicants will 

be required to establish the validity of the estimate," according 
to the FCCo 

(d) Program proposals . Applicants must submit de- 
tailed descriptions of their proposed programming, and these 
descriptions must be based on a survey of community needs c Re- 
cently, considerable confusion has developed as to the nature of 
the survey required, the FCC indicating that a mere compilation 
of program preferences does not suffice as a survey of community 
needs (which tend to be equated to community problems) = 'While 

the applicant is given considerable discretion in shaping proposals 
it believes to be responsive to community needs , the FCC ocqasion- 
ally rejects applications because of inadequacies in the survey 
or a failure adequately to explain the relation of the program 
proposals to the survey resultSo The subject of FCC review pf 



station programming will be considered subsequently in further 
detail. 

^° Economic injury to existing broadcasters . As 
a matter of policy, the FCC generally prefers not to consider 
whether the licensing of a new broadcast station will cause fi- 
nancial loss to existing broadcast stations in the same or adjacent 
marketso The courts, however, have insisted that the FCC consider 
the issue (called the Carroll issue) where the existing station 
claims that it will cease operation, or be compelled to downgrade 
its operation, if confronted with competition, to the detriment of 
the public in the community it serves „ Without going into detail, 
it may be generalized that the FCC seeks to avoid adjudicating this 
issue and, on occasion, has displayed remarkable ingenuity in 
eliminating the issue from pending proceedir^ 

The Carroll issue, as a general proposition, is not 
of great importance here, since the issue has arisen almost ex- 
clusively in contests between radio stations (AM or FM) , and not 
between television stations^ In the context of television, the 
issue of financial impact generally is presented only when a VHF 
station seeks to compete with a UHF station „ At one time, the 
FCC sought to ininimize this dompetitlon among unequals by "de inter- 
mixture" proceedings, making some markets all^UHF and some markets 
all-VHFo These proceedings had to be abandoned , as a concession 
to Congiress, in order t 
Receiver^ 1^^^^ 

Impact on UKF-s rations: is stm and litigated, whenever 

a VHF Stat: io^^ 

.^^^^^^^^ on an area served by 



a UHF station (or to make greater inroads on such an area) o In 
contrast to its distaste for the Carroll issue generally, the FCC 
has been quite protective of UHF stations threatened with an ad- 
verse impact from altered VHP operations o 

60 Comparative proceedings . In the absence of 
juultiple applications for the same authority, the FCC will grant 
a television broadcast license to an applicant satisfying the 
requirements in the five preceding categories o Where, however, 
more than osxe qualified applicant seeks the same avithority, the 
FCC must choose between the mutually exclusive applications in 
a comparative proceedingo In such cases , the FCC historically 
has considered a wide variety of factors; 

(a) Local residence o Prefererice has been given to 
an applicant owned by local residents o This factor has been con- 
sidered significant (a) as tending to promote responsiveness to 
local needs, with which the local resident is presumed to be 
familiar and concerned; and (b) as tending to corroborate program 
.proposals, since the local owner is presumed to be more amenable to 
community pressures to live up to its programming proposals o The 
criterion often has been difficult to apply because (i) each of 
the several applicants usually has a number of owners, (ii) the 
residence qualifications of owners with lo'cal affiliatidns^^^ 
considerably, and (ili) it is difficult in some cases to identify 
the real owners or principals » Moreover, the weight given local 
ownership has varied considerablyo In some cases the FGC has im- 
plied a riesponsiveness to local needs from local ties other than 
local residence of the owners , and in other cases the FCC has 
found that the prior broadcast recori of the nonresident applicant 
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gave sufficient assurance of effectuation of program proposals and 
obviated the need for community pressure on a local resident c 

(b) Integration of ownership and management o Pre- 
ference has been given where the station is to be directly managed 
by its owners o Such direct participation has been felt (a) to 
produce better programming, since the owner presumably will worry m 
about what is broadcast th^g^.n will a salaried manager, (b) to in- 
crease responsiveness to local needs, where the owners are local 
residents, and (c) to provide assurance that programming proposals 
will be effectuatedo The criterion has proved difficult to apply 
in some instances, because of problems in identifying owners and 
managers and tracing the lines of authority running from one to 
another; and in other instances , where the owner is a publicly 
held corporation or an institution, the criterion has proved to 

be extremely elusive: the best that can be achieved under such 
circumstances is the integration or management and the elimination 
or minimization of intervening layers of control (since there is 
no identifiable individual "owner*') o 

(c) Diversification of the backgrounds of owners o 
Weight has been given, on occasion, to variety in the backgrounds 
of owners o Where the owners are local residents, the preference 
ittay be justified as providing greater responsiveness to diverse 
local needs; but even where -the owners have been nonresidents, the 
preference has been awar^Jed on the ground that such diversification 
will assist the station in solving its problems o 

(d) Participation in civic af fairs Preference 

has been given where the applicant's principals have been active in 
civic: affairs b Again^ where the owners are local residents , this 



factor may be justified as assi^ring greater responsiveness to local 
needSc But weight also has been given to out-of-town civic activity. 

(e) Proposed programming and program policies o 
Generally there is little basis for a preference here because (i) 
if the applicants V proposals are similar , obviously there is no 
basis for decisional distinction; and (11) If the applicants ' pro- 
posals are different , the FCC is placed in the awkward po.'^ it ioii of 
making a choice it would prefer not to make- -as to what kind of 
programming is "best" o But programming preferences have been granted 
based on greater "balance" (programming of different types); on 

more extensive local live programs; and on attention to particular 
local needs (e^jg^, farmers) o More often, the FCC has found that 
the propo sals of all the applicants fall wi thin to ler ab le range 
and has refused to characterize one pro gram proposal as better than 

./ -another o., ;. , 

(f ) Carefulness of operational planning and relative 
likelihood of effectuation of proposals o Occasionally , preferences 
have been given based on one or the other of thesie related factors, 
as t€5ndi?>g to assure that program proposals will be carried out. 

(g) Broadcast experience . Preference frequently 
has been given where one of the applicants has prior broadcast ex- 
perience ; by t the basis for the preference is hot entirely clear . 
Oh occasions this factor seems t been advanced merely as a 
circumstance corroborative of program proposal^ 

the future by a veteran broadcaster may be more reliable than fore- 
casts lacking a basis in experiencco On other occasions the factor 
seems to have been accorded independent signify 

the ground that an experienced broadcaster probably will devise 

o : ■ '.■ ■■■■ : . 
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better programs than an inexperienced broadcaster o The weiv.'.t 
given to prior broadcast experience sometimes has been very 
substantial . 

(hj Past broadcast record . Preferences (or demerits) 
can be awarded on the basis o£ a past broadcast record on either o£ 
two groundSc First, the inquiry can be made: does the applicant 
keep its promises? I£ so, the past record may be a significant 
corroborating circumstance on the effectuation of programming pro- 
posals; if not, a contrary inference may be drawn o Second, the 
FCC can attempt to assess the quality of the applicant's past pro- 
gramming as a means for projecting probable future program quality. 
But again this places the FGC in the position of having to pass 
directly on prpgram content, a position it seeks to avoido However, 
preferences have been given to applicants for "imagination^' and 
"initiative" in programming award- in acquiring 

special equipment in the cohdu^ of prior operations o 

C^) Technical facil it le^^^ ^ staff ingo Preferences 

have been given on both of these matters, which relate basically 
to the ability of the applicant to effectuate its p ; This 

has drawn the FCC into such areas as the comparative merits of 
studio toilet facilities and parking lots and the extent of famil- 
iarity pf various staff members with the community to be served 

CjQ Viola1:a;b^ reflections on 

character o Demerits have been given Where the facts reveal vio- 
lations of law or other ^^^p^ conduct that cast doubt on the ability 
of an applicant properly to conduct broadcast operations , but are 
not s o s e r i ou s a s t o d i s q u a 1 1 f y t h ie app 1 i c an t o Examples are anti- 
trust violations , gambl ing violat ions , advertising fraud , 



misrepresentations to the FCC, and attempts to influence the 
decisional process by ex parte contacts with FCC personnel o 

(k) Areas and populations to be served . Occasionally, 
there may be differences in the applicants V proposals as to popu- 
lations and areas to be served , because of differences in power , ' - 
antenna height , antenna location , or antenna des ign of the trans - 
mittero A judgment must be made as to which is the more desirable 
proposal in light of the considerations discussed in connection 
with geographical distributiop of broadcast facili 

CIO Diversification of control of mass media e Pre- 
ferences have been given to an applicant not affiliated with other 
media of mass communications over an applicant engaged in broad- 
casting, newspaper publication, or other of the mass mediao The 
criterion has be'en applied both to media within the community to 
be served and media elsewhere o Sometimes the fdrmer^^^^h^ proved 
more disadvantageous ; in othev ins tances , the emphasis has been 
reversed o The weight given to this factor has varied considerably « 

As the enumeration of these factors indicates , .tele ■ 
vision comparative proceedings can be extremely Indeed, 
during the high-water period of the fifties, they proved to be a 
:'--dxsaster:in- .^alinoS:t;:vey^^ 

First, since applicants knew in advance the consider- 
ations the Commis sion emphasi zed, they tended to prepare "packa:$es" 
which would be acceptabie t^^^^^^^ program proposals 

became similar ; principa^^ residents^ 
exper ienced br^ act ive in civic affairs, and in- 

dividuals with diverge business backgrounds ; and technical facilities 
broadcast staff, and station organization were designed to meet 



FCC approval. This tended to reduce the extent of differences and 
remove areas of real decisional signi~£icanceo 

Second, to the extent that substantial differences 
emerged, they tended to point in opposite directions » For example, 
the local newspaper might score high on local residence and civic 
participation, but, by its very nature, it had to score low on in- 
tegration of ownership and management and diversification of media 
of mass communications o A local resident unaffiliated with other 
mass media might score high on these two counts, but, almost as a 
corroiary, he would be weak in broadcast experience and often in 
some of the other areas of comparison ^technical facilities, staff- 
ing, etc.) that are dependent on such experience. Since the areas 
of comparison had no common denominator, it was not possible, on 
any rat; ».onal basis , ivto determine the manner in which preferences 
in certain categories offset deficiencies in others. 

Third, the comparative proceeding became an admin- 
istrative monstrosity o Multiple partis , concerned with numerous 
areas of comparison, were^^^^o opportunities 
to promote their own positions and attach of others . 

The record degenerated into an omnibus ccf trivia as parties vied 
for minute advantages over one amrt-her^ Attacks upon adversaries 
often amounted to sordid character assassinations, as every question- 
able incident in the background of any of the principals became a 
■■■■ subject of dispute. 'y I ^' \. 

Fourth, since the comparative proceeding could be 
resolved in favor of almost anyone, under the variety of rationales 
afforded, and since the licenses at stake were extremely valuable 



Csome worth, millions o£ ilollars) , the temptation Mdt corruption was 
very grealn^ Sot only we^is instancies o£ actual impEEoprieties revealed, 
in a seriss rsS^scandals ^involving received land given by FCC 

members , l>^tr£: inhe whole process became **poii^tical** in the worst sense 
of the word*. During the fifties , the grants o£ television licenses 
to newspapers could best be explained in terms of the political posi- 
tions of the papers: those which supported Eisenhower or remained 
neutral in Presidential elections did markedly better than those which 
supported Adlai Stevenson,* The comparative proceeding brought the 
entire functioning of the FCC into national disrepute. 

Finally, it is not clear that any useful purpose was"^SBrved^ 
by the comparative proceeding. By definition such a proceeding couid 
occur only if the multiple applicants all were qualified. Andit 
was an accident--which actually occurred only^. in a small minority of 
cases--that multiple applicants chose to engage in a struggle for a 
single license. Where multiple applicants di^ 

qualified applicant received the grant. When a cont^est did occur , 
it is not cleaar that any tSsmg was ga±n^ (JEudeedv tthe FCC always- 
appeared to l«£cS3.:ighted :£E the part thesir^difi^e^ences 
in private , ) Hiifi winner lasually affiliated with the same ne^tworic 
asi the loser' w^m£d have if it had prevailed. Wiith opportunities 

fOT :reiativ^^ transiEeir of licenses ^ no^-dramatxt^ gains-^ were^ 

achieved in pxToamSting locaa^:own^ - intega:iation'-o£rownership and-- 

management^ ©r ^versif icatlon^^ o 

In short , no one has ever demonstrated- that the; gam^^^ 
candle, and there is an impressive body of evidence Cpartl 
on divers ification) that it was not. 

* See Schwartz , Comparative Televis ion and the Chancellor ^ s Foot ^ 
47 Geo.: L.J. 6SS (1959)^^ 
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Recognizing the sliortcomings of the comparative pro- 
ceedings, the FCG. in 1965 issued a policy statement on the subject, 
which stated in part: 

"This statement is issued to serve the purpose o£ 
clarity and consistency o£ decision, and the further purpose of 
eliminating from the hearing process time-consuming elements not 
substantially related to the public interest occoWe beM that 
there are two primary objectives toward which the process of com- 
parison should be directed. They are , first > the best practicable 
service to the public, and , second, a maximum diffusion of control 
of the media of mass communications 0 the value of these objectives 
is clear. Diversification of control is a public good in a free 
society , and is additionally desirable where a government licensing 
system limits access by the public to the use of radio and tele- 
vision facilities c Equally basic is a broadcast service which meets 
the needs of the public in the area to be served, both in terms of 
those general interests which all areas have in common and those 
special interests which areas do not share.- An important element 
of such a service is the flexibility to change as local needs and 
interests change. Since independence and individuality of approach 
are elements of rendering good program service, the primary goals 
of good service and diversification of control are also fully com- 
patible o ^ ' ; ■ 

''Several faictors are significant in thas two areas of 
comparison mentioned above, and it is important to maJke clear the 
manner in which each will be treated. 

"1. Diversification of control of the media of mass 
communications o Diversification is a^f actor ot primary signiticanca 
since, as set forth above, it constitutes a primary objective in th© 
■- licensing scheme. ; ^■ ...J.^^-;. ■ ■ 

"As in the past, we will consider both common con- 
trol and less than controlling interests in other broadcast stations 
and other media of mass communications o The less the degree ^ of in- 
terest in other stations or media, the less will be the significance 
of the factors Other interests in the principal community proposed 
to be served will normally be of mos^ Siip^ 

inter est sf in the remainder of the finally, 
generally in the United States o HtTOeverj contrbjl oC large intere 
elsewhere in the same state or region may well be more significant 
than? control of a r small medium of b expression (suc^^ 

paper) in t he s ame community, Th e number of other mass commun ic a ti on 
outlets of the same type in the community proposed to be served will 
also affect to some extent the importance of this factor in the 
general comparative scale. 

! V*2, Full-time: parl:ib operation by 

owheri. We coiisidervthis^^ f 

TFTsTinherehtly desirabi^^^ t^ and day-to-day 

performance be closely associated., In addition, there is a likelihood 
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of greater sensitivity to an area"'s changing needs, and of progTamming 
designed to serve these needs, to the extent that the station's 
proprietors actively participate in the dai?- to -day operation of the 
stat:iono This factor is thus important inusecuring the best practi- 
cable seryiceo It also frequently compierasents the objective of di- 
versification, since concehtrations of conitrol are necessarily ' 
achieved at the expense of integrated ownership. 

"We are primarily interested in full -time partici- 
pation. To the extent that the time spent moves away from full time, 
the credit given will drop sharply j and no v/ill be given to 

the participation of any person who will not devote to the station 
substantial amounts of time on a daily bas3S o In assessing proposals , 
we will also look to the positions which tlse participating owners 
will occupy, in ordSiT to determines the exteait of their policy func- 
tions and ithe likelihood of their play ing^^ 3^ manage - 
mento We will accord particular weight to^^ s by 
the owners , such as general manager, s tat ion manager, program di- 
rector, business manager , director of hews;^ spiorts or public service 
broadcasting , and sales manager o Thus , alttrhough positions of 1 e ss 
responsibil^ity will be cdhsidered, especiaaHy if there will be full - 
time integration by those holding those posit ions , they cannot be 
given the decislonaa significance attrlfeuted to the integration orf 
stockholders exercising po lie 
posi:tions will be gxven no weight. 

••At*tributes €»f participaxin^ owners , such as their 
experience and local reslderece, will also fee considered in wei;ghing 
integration of owniesrship and management o Ifhlle , for the reasons 
given above , inte^Eaition of ownership and Is Important 

per se , its value liis increased if the par£l:cipating owners are lorcal 
residents and if tdiey have experience in tfhie fieldo Participation 
in station affairs on the basis described above by a local resident 
indicates a likelilaood of continuing knowledge of changing local 
interests and needte,, Previous broadcast eaeperience , while not fso 
significant as locsa residence, EiBsso has sa»;me value when put to use 
through iiitegratlon of owhei'ship^^ a^ 

"Past participation in cisdic affairs will be conr- 
sldered as a part of a participating owneT's local residence back- 
ground, as will sny other local activities indicating a knowledige 
of and interest in the welfare of the communityo Mere diversity 
of business interests will not be considered. Generally speaking, 
residence in the principal community to be served will be of primary 
importance, closely followed by residence outside the community, but 
within the proposed service areac Proposed future local residence 
(which is expected to accompany meaningful participation) will also 
be accorded less weight than present residence of several years' 
durationo 

"Previous broadcasting experience includes activity 
which would not qualify as a past broadcast record, i=eo, where there 
was not ownership responsibility for a station's performance. Since 
ekphasis upon this element could discourage qualified newcomers to 



broadcasting, and since experience generally confers only an initial 
advantage, it will be deemed of mxnor significance. It may be ex- 
ammed^qualitatively, upon an offex of proof of particularly ooor 
or good previous accompllshmeni:,, xy pooi 

* X nV ''The discussion above has assumed full-time, or al- 

most full-time, participation in station operation by those with 
ownership interests. We recognise that station ownership by those 
i^'^o f^® . -^oca a markedly lesser degree^ by those 

who have broadcasting experience , may still be of some value even 
where there is not the substantial participation to which we wili 

ri®^^ tJ^il5«^<ifng= Thus, iScal residence complements 

the statutory scheme and Commission allocation policy of licensee 
a large number of stations throughout the country, in order to oro- 
vide for attention to local interests, and local ownership also 
generally accords with the goal of diversifying control of broadcast 
stations „ Therefore, a slight credit will be given for the loc^ 
residence of those persons with ownership intere-ts who cannot bie 
considered as actively participating in station affairs on a sx^ 
^Sf^^^^^^y full-time bas*!^: but who will devote some time to station 
affairs, and a very sli^t credit will similarly be given for ex- 

Tp:er.ience not accompanied by full-time participationo Both of chEse 
factors, it should be emp:hasized, are of minor significance. No 
cxedit will be given either the local residence or experience of 

.any person who will not piut his knowledge of the community for a^-eal 
OT experience to any use in the operation of the station/' 

^ ?3o Proposed program service . . o o The importarcee 

af program service is obvious. The feasibility of making a comwara- 
isave evaluation is noit so obvious. Bearings take considerable time 
amd precisely formulated program plans may have to :be changed 3iro.t 
OTiy riT details but in substance, to take account of new conditions 
i^taining at the time a ^successful applicant commences operationv 
™^^t differences -among applicants, are apt to prove to be oir 

nro; significance o o o c (l')he applicant has the responsibility for a 
raesasonable knowledge of the community and area, based on surveys -or 
background, which will show that the program proposals are desisned 
to meet the .needs and interests of the public in that area 
Coni:acts with local civic and other groups and individuals ° are" aiso 
an important means of formulating proposals to meet an area's needs 
and interestso Failure to make them will be considered a serious 
deficiency, whether or n^ot the applicant is familiar with the area, 

"Decisional significance will be accorded only to 
rmaterial and substantial differences between applicants' proposed 
prpgram planso , , , Minor differences in the proportions of time 
allocated to^different types of .programs will not be considered- 
Substantial differences will be considered to the extent that they 
go beyond ordinary differences in judgment and show a superior de- 
votion to public serviceo For example, an unusual attention to 
local community matters for which there is a demonstrated need may 
still be urged. We will not assume, however, that an unusually 
high percentage of time to be devoted to local or other particular 
types of programs is necessarily to be preferredo Staffing plans 



i other elements o£ planning will not be comptared in the hearing 
Dcess except where an inabi:i;ity to carry out proposals is indicated. 

"In light of the considerations set forth above, and 
r experience with the s imila-rity of the progTsam plans of competing 
plicantSi taken With the desirability of keeping heari'ng records 
ee of immat er ial c lut t er , » comp arat i ve *ssiie wi 1 1 ord inar i ly be 
signated on program plans and policies, or on sitaffing plans or 
her program planning elements , and ev idence an these matrt ^rs wi 11 
t be taken under the St anaisird issues . The CcamMission wiLll desig- 
tae an issue where exam iEatriQh of the apfii±ca3ld.asEE5^^^^ a other infor- 
tion before it makes such. iac:t ion appropiria.te^^^^ 

lieve they can demohstratre; significant d^^ upon which the 

ca5)tion of evidence wilil ife^ may pelaitian to amend the 

saaes : ' ' . .'.^ ■ 

"No independenit: factor of likel3iood of effectuation 
proposals will be utilxzedv The CommissioiL ?expects every licensee 
carry out its -proposals-, saib-fject to factors isseyoisjrd its control, 
d sub j ect to reasonable j iKfc/gment that the ;|safe3Ll(C:' s needs and in ■ 
rests require- a departuisB Sc^om original^liaiJES^^^ If there is a sub- 
anltial indicatijin that anFISiarty will not: he abSle to carry out its 
oposals to a siignificant i;Si^ree, the pCTposaliS^ themselves will be 
hsidered deficient o 

"4 o Past ibiroiafeast record o Thi:s feK::tor includes past 
nership interest and sigmtd^fec ant partiicipa^ds^ 

atlon by one with an ownership interest^^^^i^ It is 

factor of substantial imp o^rttance upon the teirms set forth below, 

"A past record within the itemmds-.c^^ average perfor- > 
ince will be disregarded, simce average :fiEtiiEDBS)per£ormance is ex- 
icted. Thus, we are not imtserested in the -feet of past ownership 
5r se^ and will not give aj^eference becau^: one applicant has 
med stations in the past fared, another has noTtz. 

"We are interested in records^^;#^^^ 
lusually good or unusually-Tjpoor, give some .iaiidjication of unusual 
jrformance in the future, thus, we shall xBnisider past records' to 
jtermine whether the record shows (i) unusuail attention to the pub- 
Lc's needs and interests, such as special sensitivity to an area's 
langing needs through flexibility of local programs designed to 
jet those needs, or (ii) either a failure to meet the public's 
jeds and interests or a significant failure to carry out represen-. 
itions made to the Commission (the fact that such representations 
ive been carried out, however, does not lead to an affirmative pref- 
rence for the applicant, since it is expected, as a matter of course 
lat a licensee will carry out representations made to the Com- 
Lssion) . ; 



We will similarly not give independent consideration to proposed, 
studios, or other , equipment , These are also elements of a proposed 
operation which are necessary to carry out the program plans, and 
which are expected to be adequate. They will be inquired into 
o "o apon a petition to amend the issues which indicates a serious 
dERlCiency. (Footnote by the FCC.) 



"If a past record warrants consideration, tiie particular 
reasons , if any , which may have accounted f or thait. is^zord will be 
examined to determine whether they will be preseni: im itiie proposed 
operation . For example , an extraordinary record xomjgi^fe while the 
owner fully participated in operation of the sta:ticm be ac- 

corcied f ull credit where the party does not proposal ^dmiilar participa- 
tion in the operation of the new station for whixffe^liferis applyingc 

"So Efficient use of frequency □ In comp3Er.^iVie cases where 
one of two oGm more competing applicants proposes a» :^eration which, 
for one or irore engineer!^ reasons , would be more^^s^Eicient ^ this 
fact can and£;should be considered in determining wJiioa of the appli- 
cants should^ Ibe preferred^ ^ 

"6 • Character ^ The ComTnunications Act::::iiiE^^ character a 
re 1 e V an t c on s i d er a t i on i n the i s s u an ce of a l±<^ais&;. o o Sig- 
nificant character deficiencies may warrant d±sqius^!Sii§ ^^tion , and an 
issue will be designated where appropriate. SMmxse Mii^fcantial de- 
merits may be appropriate in some cases where :diis3|tJ«3g^ is not 
warranted , petit ions to add an is sue on conduct rir^i^ to character 
will be entertained. In the abserice of a designaiite^ issue, character 
evidence will not be taken. Our intention here-fisiiMt :^nly to avoid 
unduly prolbnging the hearing process , but also ites :sti5±d those situ- 
ations wheire an applican^^ hearing a search for his 
opponents* minor bleniishes, no matter how remote ias >tW past or how 
insignificant. 

V' 7 . Other f actors <> As we stated at the is^^ interest 
in the consistency and clarity of decision and inHss^gp^tion of the 
hearing process is not intended to preclude the fafi3i ^laEamination of 
any relevant and substantial factor^ We will thu^s^xi^ismably consider 
petitions to add issues when , but only when , they iiepsKtrate that 
significant evidence will be adducedo" 

The FGC's policy statement contains so nsiikf^dmdefinite 
variables (with references to a variety of ''signifiitKd:- ' and "substan- 
tial" factors) that it is far from a clear guide tmfSEE action o More- 
over, the statement came after the; high-water mark rofp television li- 
censing had passed, so its significance is difficult to judgOc Some 
improvement has been noted, but disputes and uncerfeaiiitttles continue 

to characteri':^ the process. 

E , E^^orts to Achieve Programming^^Diyers iity- 
and Responsiveness to Local Needs 

1 . Reflections in other general policies^ Everyone 
recognizes that the essence of television is programimimg , and the 
policies of the FGC described in the preceding sectiOTSss^:^^^ 
concerned largely with the objective of achieving p3rc5;^amming more 

^Ci-verse and more responsive to local needs 0 
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Thus, the geographical distribution o£ broadcast 
facilities has as a major purpose the advancement of locally origi- 
nated (or locally oriented) programming, in contrast to a national 
uniformity in programming. Given the dominance of the networks, 
and the important secondary role played by nationally syndicated 
programming, the FCC s success in this area hardly can be described 

as more than modes to • 

Similarly, the FCC's policies in opposition to con- 
centration of control of the media of mass communications have been 
concerned with assuring diversity of program sources s the more 
sources, the more diverse the program offerings are likely to be. 
Again , the FCC s success cannot be described as more than modes to 
While it has prevented the emergence of commonly owned television 
chains of national proportions , much the same result is achieved 
through the network affiliation process o And despite the regulatory 
restirict ions on the ne tifprks , network programming continues to pre - 
dominate. Similarly, while the FGC has precluded comm^ ownership 
of multiple television stations in the same market , it has not pre- 
vented other forms of single-market concentration (the local AM-FM- 
TV -newspaper combine) , although there has been some recent activity 
in this areao 

Finally, in individual licensing cases, the FCC has 
given some weight to faictors related to local responsiveness and 
dispersal of ownership J through the requirement of local program 
surveys in all cases, and the preferences for local residence and 
diversification of media control in comparative cases o But these 
processes have been of limited value,, The weakness of the compara- 
tive proceeding as an Instrument of policy already has been discussedo 



And the required survey of community needs appears to be little 
more than an exercise in paperwork: all form and no substance/ 
Recent efforts to provide more substantive content have led to gres 
confusion in this areao 

There are three other areas, however, which are of 

signif ictncec 

2o R enewal of licenses of television stations o As 
previously indicated, all broadcast licenses are limited by statute 
to three-y^ear terms o This means that, every three years , the FCC 
has an opportunity to review the performance of a television static 
and to refuse renewal if the performarice is deemed unsatisfactory » 
The FCG has used this occasion in the past to exert pressure on 
license<fes to increase diversity and local responsiveness in their 
programming. The pressure takes the form of questions on the renev^ 
applications ; informal quotas for local programming and for types 
of broadcas ts not frequently carried (programs other than entertain 
ment and news) ; de lay s and o f f ici al inquiries directed to thos e 
•^ii^enseses falling short of these quo t as ; and the threat of a hear in 
on the renewal application o The intensity of the pressure has vari 
f rom substahtial to nil depending on changes in FCG membership , and 
when the pressure is substantial it is hot without effect., But it 
is di f f i cu 1 1 to me asur e the eff ect , and the area i s one char ac ter i z 
by extraordinary erraticism in FCG policyv At present , pressure of 
this type appears to be negligil5leV^^^a^ focused on tK 

proper method of conducting surveys of community needs (required of 
renewal applicants' as 

Recently, a n^ i)rocess 
when outsiders began to c 



and to seek to supplant the existing licenseea The aiovement re- 
ceived considerable impetus from an FCG decision concerning WHDH 
in Boston, which indicated that in such a situation the Commission 
would treat the incumbent and the newcomer on a par- "-in contra- 
vention o£ previous FCC policy, which had accorded the incumbent a 
:,substantial margino But under pressure from the television indus- 
try and from Congress , the FCC modified its position to something 
akin to its earlier stando The preference for the incumbent woCild 
assure renewal if its performance, in meeting the needs of the 
community it served, was "substantial," but not if its performance 
had been "minimally adequate o" The extent of the FCC s policy 
change, if any, is likely to be reflected in a current proceeding 
in which a newcomer is yigorously challenging the license of WPIX 
in New: York ;cityo. /.V : ; ^ 

3o Educational television o In the geographical 
distribution of broadcast facilities ia^^^ 

substantial number of channel assignm^ for noneomniercial ^ch|u 
television 0 Unfortunately ,^^^^m^ the 
UHF band, and, in addition to^^^^t^ other problems , educational 
broadcasters on UHF channels suf f ered thie same difficulties as UHF 
broadcasters generally o 

The major problem of educational broadcasters, 
however , has not been channel availability, but financing Com- 
mercial television has been f inanced by advertising , b u t un de r FCC 
regulations thjLs source is npt available to the educational brpad-; 
caster Xand probabl^^^^ of the 

educatipnal st^^ operations if it were; to become a subs tantial 

source of f inahcing) o Educational broadcasters have relied on 



financing from federal, state and local governments, from founday 
tions (particularly the Ford Foundation) , and, to a limited exterit , 
from viewer contributionSo An extensive study made in 1967 indi- 
cated the need for additional financing and recommended federal aid- 
to be channeled through a governmentally supported corporation spe^ 
cifically established for the purposcc In the Public Broadcasting 
Act of 1967 , Congress resppnc^ed by establishing the Gorporation for 
Public Broadcasting (GPB) . In addition to continuing federal finan- 
cial support for the construction of educational stations , the 
statute vested GPB with responsibility for program development and 
procurement for educational stations and for making interconnection 
arrangements among such stations o The statute also authorized the 
FCC to permit reduced rates by communications common carriers for^ 
interconnection of educational stations o Howev , GPB was prohibited 
from owning any broadcasting station, system or network , community 
antenna television system, or program production facility ; and , de- 
spite extensive legislative debate , a firm plan for financing GPB 
has yet to emerge • 

The record of the educational stations is a spotty one. 
On the one hand, there is little question that educational broad- 
casting is a substantial factor in television, A recent study indi- 
cated that 7 5% of television households could receive ETV signals 
and that 8 million homes per week watched educational television 
stations (without any demonstrated bias: in favor of ''upper class" 
families), A more recent,, announcement indicates that ETV weekly : 
circulation is now 11 million homes . Another recent study indicated- 
that, in terms of promoting program diversity, the addition of a 
single educational station to a market surpassed in effectiveness 



the addition o£ several commercial stations in the same market.* 
On the other hand, educational television audiences are quite small 
in comparison to commercial television audiences, so much so that 
sometimes they defy measurement. Moreover, the problem of ETV 
financing remains to be resolved. The two problems may be inter- 
related to some degree, since audience size undoubtedly is dependent 
in substantial measure upon adequate financing of programming. But 
the most respected study of television viewing preferences yet to 
be undertaken indicates that the American television audience strongly 
prefers light entertainment to intellectual programming; that this 
preference holds even when a clear choice is accorded between high 
quality prc^grams of each type; and, despite their claims to the con-* 
trary , the more highly educated segments^of the population behave 
in precisely the same manner- as the population generally (choosing 
entertainment over intellectual fare when a choice is afforded) . 

Nevertheless , ETV makes a distinctive contribution. Ex- 
tended coverage of United Nations , Congressional and other hearings * 
of special interest probably draw large numbers of viewers on sporadic 
occasions, and have value independent of such numbers. The popularity 
and critical acclaim for ^'Sesame Street" indicate that ETV may play 
a leadership role in important areas such as children Vs programming ; 
/^d educational television ^^^^p tq the ex- 

tent that it carries formal instructional programs intended for cl^ss^ 
room use or home study courses « In the area .of classroom television, . 
the ETV broadcaster is supplemented by the^ - 

Fixed ; Service / which pro^^^^^ multip le -channels ^f or classroom "ins trtac*^ ^ 
tion* The transmissions are over- the-air . (sharing 2 >500'- to 2,890 MHz 

* The methodology of the study has been justly criticized, 
^ but this generalization probably still holds true* 

ERJC . 46 . 



with other uses), but the transmissions are beamed to specific 
school antennas and are not broadcast generally. 

Subscription television. in 1959, the FCC approved 
experimental pay-television operations subject to a series of limi 
tations. The experiment was launched only after a most intensive 
struggle with opposing forces - -broadcasters and theater owners pri 
marily--which channeled their opposition through the 



House Committee on Interstate and Foreign Commerce • Only one exper- 
iment actually was conducted, in Hartford, Connecticut, and that ex- 
periment failed to settle most of the major matters in dispute* The 
proponents of subscription television contended that , by permitting 
audiences to pay for programs, financial support could be obtained 
for programs that did not appeal to audiences large enough to be 
supported by advertisers (advertisers generally do not pay more than 
half a cent an hour per household) • Opponents of pay-television 
argued that the large revenues afforded by subscription television 
would "siphon" pi ogramming and talent away from advertiser-supported 
television, with the result that audiences either would have to pay 
for what they once received free or would be relegated to the in- 
ferior rejects of the subscription system. The Hartford experiment 
relied heavily on movies and sports--they constituted over 90% of 
programming- -and ran at a substantial loss; however, no siphoning 
occurred. But all of these results might be altered in the case of 
a national subscription service, as opposed to a single experimental 
system operating in a limited market. 

In 1969, the FCG approved the licensing of subscrip- 
tion television stations under the following conditions: 

(1) Four commercial nonsubscrip^t^ television sta- 
tiohs must be operational in the market the subscription television 
station seeks to serve • 

(2) No more than one subscription televison station 
may be authorized in a single mark 

(3) In addition to subscripti author- 
ized subscription television s carry a minimum quantity 
of 'IfreeV pro gramming ( 2 8 hours per week) . 



(4) Commercial advertisements may not be carried 
when programs are being offered on a subscription basis. 

(5) The licensee of the subscription station must 
retain discretion and responsibility for all programming and deter 
minations as to subscription charges (except that limited advance 
programming commitments may be made with FCC approval) . 

(6) Subject to limited exceptions, subscription ser- 
vices may not include (a) motion picture films with a general reles 
date in the United States more than two years in advance of the pre 
posed subscription showing; (b) sports events which were televised 
live on a nonsubscription, regular basis in the community during th 
two years prior to the proposed subscription showing; or (c) any 
"series type of program with interconnected plot or substantially 
the same cast of principal characters." Under Congressional pres- 
sure . the FCC recently proposed to extend the second limitation to 
cover sports events "televised live on a nonsubscriptioft . regular 
basis in the community during any one year in the five years pre- 
ceding their proposed subscription broadcast." 

(7) No more than 90% of total subscription services 
may consist of feature films and sports "events combined. 

The FCC did not undertake to regulate the charges of 
subscription television serviceis^v 

„^ , * J "(1) Unless a sat isfactorysignal is unavailable 

service shall be pr 

by the St t^on ^^^^^^^^^ 

however . That geographic or other reasonab le pa t t c^rn^WTlis't a 11 a - 
fnV?wfv- ^''^^'^^^P^i^^ ^^^^^^ces^^^^^^^^^^ be permit ted : And provid ec 

further. That , for good cause , service may be terminated . 



"(2) Charges, terms and conditions of service to sub- 
scribers shall be applied uniformly: Provided , however , That sub- 
scribers may be divided into reasonable classifications approved 
by the Commission, and the imposition of different sets of terms and 
conditions may be applied to customers in different classifications .. . 

"(3) Subscription television decoders shall be 
leased, and not sold, to subscribers." 

Implementation of the FCC '3 regulations was delayed 
by continuing controversy with thj Eouse Committee on Interstate and 
Foreign Commerce, but applications for subscription service are now 
being received and processedo The FCC is of the view that, subject 
to the limitations imposed, subscription television will not "siphon" 
substantial talent and programming from advertiser- supported tele- 
vision. At the same time, at least some opportunity for diversity 
will be afforded, if only in the form of uninterrupted first-run 
movies and otherwise unavailable sporting events. And, possibly, if 
permitted to operate on a national basis, other potential sources of 
prografittning may be tapped by subscription television. 

F. FCC Control of Program Content 

In a variety of contexts, the FCC has been concerned 
with direct regulation of television program content. 

1. Restrictions on objectionable programming . In 
some areas , such as false and misleading advertising, the restric- 
tions on program content parallel restrictions im)posed on other 
media of mass communication . But in other areas , res trictions on 
television programming exceesd the restraints app^l^^^ 
media . Thus , penal t ies hay e been imposed for vulgar or of f - color 
prpjgramming , which clearly would no t qualify^^^^ a obsicene iii the ; 
Cohstitutional sense, and would not be the subject of ; sanctions in 
othet contexts V Broadcast stations are severely limited in the 
inf orihat ion they may broadcast about 1 o 1 1 eri e s ; c i gar© 1 1 © advert is ing 



is to be prohibited after January, 1971 under recently enacted leg- 
islation; and commercial advertisements and commercial sponsorship 
must be identified. Restrictions on fraud and deception extend be- 
yond advertisements to program content, such as rigged quiz shows, 

2, Political and public affairs programs . Under 
the "equal time" provision of the Communications Act, a television 
station, if it makes time available for a "legally qualified candi- 
date for any public office," must "afford equal opportunities to all 
other such candidates for that office." No more than the station's 
regular charges may be imposed for such use. The requirement is 
subject to three important limitations: (1) the station is not 
obligated to permit any candidate to use its facilities; (2) a use 
by a supporter of the candidate, including a member of the candidate' 
staff , does not qualify as a use by the candidate (there must be a 
personal appearance by the candidate to invoke the doctrine); and 
(3) once any candidate is afforded access (whether free, at reduced 
rates , or at regular rates) , the same opportunity under the same 
terms must be afforded to all legally qualified candidates for the 
same office , no matter how numerous they may bs nor how small a folio 
ing any of them may have. 

In addition to the specific, and rather limited, re- 
quirements of the ''equal time'' provision, the FCC has evolved a 
"fairness doctrine ," which, as codified by subsequent statutory 
ameridme^nt; imposes on broadcasters "th 

sonable opportunity for the discussion of conflicting views on issues 
of publicVimportahce . ''>^^^\^^ of the fairness doctrine has 

raised a host of troublesome issues : 



(1) Is the obligation solely one to present conflict- 
ing views on an issue once it is broached by the broadcaster (as in 
the "equal time'* requirement) , or is there a broader obligation to 
initiate discussion on*'issues of public importance"? In short, can 
the station satisfy the doctrine simply by remaining silent on public 
issues? The question is an open one at the moment, although a statio 
undoubtedly would be challenged if it remained silent on all public 
issues • 

(2) If one side of a public question is presented, 
who is to present the other side? Ordinarily the broadcast licensee 
is givmi broad discretion on this matter. But in two contexts specifi 
respondents must be invited: (a) where the program takes the form 
of an attack on the character ^ integrity or like qualities of a per- 
son or organization, the person or organization attacked must be in- 
vited to respond; (b) where the program takes the form of an endorse- 
ment of a political candidate, the candidates opposing the recipient 
of the endorsement may name their respondents. 

; (3) In what manner are opposing views to be presented? 

Again, the FGC accords the broadcaster gteat latitude in determining 
both the quality and quantity of response. There is no requirement 
of equal time. Recently > however ^ the FCC ruled that opponents of 
President Nixon^s Vietnam policies must^^ b one un- 

interrupted segment of prime time to respond to the President's 
speeches on the subject. 

(4) Wha^ programming suffices to give rise to 

a need for resfponse? Does the broadcas^t^^^^^^ 

for a response on the merit sdf atheism? Does the broadcast of mill - 
rar y recruitment appeals call for a response on the merits of the 



Vietnam War? Do advertisements for automobiles and detergents call 
for responses on the problem of pollution? The FCC has given nega- 
tive answers to these specif ic questions , but has required stations 
to carry anti-smoking messages in response to cigare te commercials. 

The "fairness doctrine" presents many other intricate 
issues, and its application raises particularly acute problems in 
the context of contemporary politics- -characterized by highly charged 
controversies on a wide variety of issues. ' 

Closely related to the fairness doctrine is the 
problem of news distortion. The FCC has disclaimed any power to cen- 
sor news programs to determiiie whether they are "true" or not. But 
it has investigated charges of "staged" news events and knowing dis- 
tortion of the news; it has condemned the failure of a newscaster to 
rrsveal a financial conflict of interest; and it has required oppor- 
tunities to reply, under the fairness doctrine, where it has concluded 
that a news program or documentary was too one-sided. 

Needless to say, none of these restraints apply to 
other media of mass communications . 

3. Diversit y of programming and responsiveness to 
local needs. At the present time, the FCC's efforts in this area 
are largely indirect : through its geographical distribution of broad- 
cast facilities , limitations on the networks , restrictions on con- 
centration of coi^trol, promotion of edu5:at^ 
authoi-ization of subscrip 

cated, th0 FCC has empl 
achieve minimum quo^ 
Some prfessur^s prob^ 
ever, tii^s. is; an^^^^^^ 
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future cannot be predictei!^* with any measure o£ certainty » In the 
initial licensing of broadcast stations, and on renewal, some pres- 
sure toward local responsiveness is sought to be achieved by re- 
quiring applicants, and existing licensees, to make surveys of com- 
munity needs* But the confusion surrounding the nature of tthe survey 
required, and the latitude affoiE^ded the applicant in shaping its 
programming response to the survey, appear to deprive this approach 
of awf signlCicatit effectiveness^ 

4. Limitations on commercial advertisements o The 
FCC has no regulations restricting . the number or frequency of com- 
mercial announcements. When it attempted to adopt such regulations 
in 1963, industry and Congressional pressure forced a retreat. Ex- 
cessive commercialization is an issue in license renewal proceedings, 
but the standards are wholly informal and there is no consistency in 
their application. When television commercials begin td exceed 16 
minutes per hour, there is at least the possibility that the FCC will 
delay the renewal application and demand an explanation. 

Other FCC Controls Over Television Broadcasters 

Most of the regulatory actions of the FCC have been 
described in the preceding sections. They center to a large extent 
on initial licensing/ and, at this time, the FCC ^^c le- 
gal , technical; financial ari^^^^ appli- 
cant* Restrictions on concentration of control and programming have 
been described in some detail. Two other areas deserve mentioned 

First > the FCC is rather ccmtinuously cone 
the technical performance of licensed television s tat ions V^^^^^ T 
failure of a^^ b^^ teclinical standards , particu- 

larly those designed to preclude treated 



as a serious matter, whether the deficiency is raised on renewal 
of the license or during the course of the broadcaster's license 
term. 

Second, tihe FCC does police the tesmmss practices 
of broadcast lieensees to a limited extent. The CcMmii^icat ions Act 
is explicit that teoadcasts©rs ^liall not be consid^re^ '"common 
carriers," and, as a general matter, the FCC does not undertake to 
regulate the rates of broadcast stations, discrimination in the ap- 
plication of broadcast rates, or refusal by a sfl.%i^^A to carry the 
. commexcials -c^^ :# fiatTticua^aar ^.^ Hsm'^veVr Wm: WCC has inter- 

vened to interdict fraudulent billing practices in respect of ad- 
vertisers, to impose penalties for activities artificially inflating 
a station's audience ratiag^ to c^sn^tiam any ^fetefpLfiss practice 

incon^^isteiltt #ifc% its proscriptions on concentration of control 
(e.g., the provision of incentive compensation arrangements by net- 
works designed to discourage non-network programming, or the "tying" 
of access to one broadcast medium to access to another medium of 
communications). These are exceptions , however , to the FCC's general 
disinclination to intrude upon station business practices. 

III. Federal Regulation of Cable Television 
A. Origin and Development of Cable Television 

Television stations began broadcasting in large urban 
centers and, even after the prbmulgatibn of the FCC's Table of 
Assignments in 1952, many localities found themselves? without tele- 
vision service. A number of remedies i^ere^ 

y Beginning in 1954, the. FCC authorized the construc- 
tion and operation of "satellite" telievisibn stations in communities 
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arge enough to support a £ull-flediged operation. The satellite 
ved regular authority, in accordance with the Table of Assign- 
, but local programming was not required; the satellite, gen- 
y owned by the iprimary station, could rely on duplication o£ 
ams o£ the primary station. 

In 1956, the FCC authorized the use of "translators" 
tend television service to remote communities. Translators re- 

the sifgnal o£ a primary station, convert it to a different fre 
y and amplify it, and then rebroadcast it for reception by the 
al public in the area. These supplementary stations may be op- 
d by the primary station or by an independent organization; if 
atter, the consent of the primary station must be obtained be- 
its signals are rebroadcast, translators may be authorized for 
tlF or UHF channel as long as they do not interfere with signals 
gular broadcast facilities and conform to other FCC policies. 
The development of translators was preceded in the 
es by another, extralegal device- -television boosters. These 
ans, constructed by local private or governmental groups with- 
CC authorization, received weak signals of primary stations and 
adcast them on the same frequency with greater strength.. The 
tions were clearly unlawful 0 but it took over a decade for the 
3 achieve a transition from illicit booster operations (which, 

other things , caus ed ghos ting" of televisi on signals ) to 
I translator operations. 

It was also during the fifties that cable television 

to develop . Operations initially took the form of a cosnmunity 
r smtenna. P«i^sotts unable to receive television s ignals direct- 
f the air , because of remoteness or terrain, subscribed to a 



system which constructed an antenna (part of the "headend" equipment) 
at a favorable location, and, for a fee, amplified and conveyed sig^ 
nals via cables to the television sets of the system's subscribers. 
As the industry developed, headend antennas were located further and 
further from the subscribers to be served, necessitating longer cable 
runs. Then, to expand the signals available to subscribers further, 
or to reach communities still further removed from television markets, 
television signals were relayed to the local CATV system by coaxial 
cable or microwave, usually the latter. Through these techniques, it 
became possible to import television signals from remote markets over 
great distances. 

The next major development occured approximately in 
the mid-sixties wheii cable television operators turned their atten- 
tion from bringing television signals to remote underserved rural 
areas to bringing supplementary television signals to major urban 
markets. This proved to be the most significant turning point in 
CATV development. 

Through the fifties, and in an extensive opinion in 
1959, the FCC declined to exercise jurisdiction over CATV systems 
on the grounds (a) that they did not use the radio spectrum to com- 
municate with their subscribers and thus were not broadcasters , and 
(b) they did not have the characteristics of common carriers by 
wire. Puring the early sixties j the FCC adhered to this view but 
began to regulate CATV systems indirectly by regulating the micro- 
. wave relay sys teras serving CKTV (which , as users of the radio spec- 
trum, /^required FCC licenses in order to operate). Some rudimentary 
conditions were imppsed on CATV sys;tems, as customers of th^^^^ 
wave reljays, in order to protect ecqhomically marginal oyer- the-air 



vision stations. These restrictions formed a partial basis for 
rules promulgated by the FCC in 1966 when it asserted . jurisdic- 
I over all CATV systems. 

B. The FCC's 1966 Report (the "Second Report") 

In its 1966 decision, the FCC reversed its prior 
Ltion and asserted jurisdiction over CATV systems. It did not 
isify them either as broadcasters or as common carriers, but re- 
i instead on general introductory language in the Communications 

stating that the Act's provisions applied to "all interstate 
nunication by wire or radio. . .and to all persons engaged within 

United States in such communication." Since, as previously dis- 
sed, electromagnetic emissions are regarded as interstate trans - 
sions in all instances , the relay of broadcast signals, whether 
wire or microwave, could aptly be characterized as "interstate 
munication" ( i.e. continuation of a stream of interstate trans- 
sion irtitiated by the original broadcast, over the air, of the 
nal bein« relayed). The FCC also relied on provisions of the Act 
ing it authority over the geographical distribution of broadcast 
ilities and asserted that this authority was being undermined 
the uncontrolled retransmission of. broadcast signals via CATV, 
t Supreme Court subsequently upheld the FCC's assertion of 
isdlction.* 

In its 1966 decision, the FCC imposed three substan- 
ce requiremonts: 

I . . lio ca 1 carr rage . CATV systems are required to carry 
. over- the - air televis ion s t gnais available in the area being 
:ved, on request^ o^ speci- 
i<i priorities . The reason for this requirement is that , when 



rhcDjr^C has exempted CATV systems with less tha^^^ 
sua^^ibers and those serviiig a single residential complex 
ander common ownership. 



television sets are attached to a cable, they typically are dis-. 
connected from the set antenna. Thus, if a local signal is not 
available over the cable, it is not available to the CATV subscriber 
at all . The FCC endeavored to assure that all local signals would 
continue to be available to CATV subscribers/ 

2. Same-day exclusivity o The FCC also sought to pro- 
tect the interests of local stations in their programming, for which 
they had bargained and agreed to pay compensation. The method chosen 
was to require the CATV system not to carry the same program on the 
same day as the local station (where the CATV is within the local 
station's Grade B contour)^ whenever (i) the local station requests 
exclusivity, (ii) the local station carries prime time programs in 
prime time and color programs in color, (iii) the market will not be 
left with less than two network programs , and (iv) the program is 
not of a nature (e.g., a speech) where timeliness is critical. 

Same day exclusivity provides substantial protection 
for network affiliates, since they have an exclusive first call on 
network programming, and there is little incentive (or opportunity) 
for a CATV system to carry the same programs one or more days later. 
However, this rule does not offer much protection for non-network 
programming. This type of programming- -particularly motion picture 
films and syndicated features --may be shown in different markets at 
different times , and a CATV system has the opportunity to^ import a 
motion picture or syndicated feature into the market in advance of 
thi^ date it is scheduled to be shown by the local station , thereby 
depriving the local station of much of the benefit it sought to 
secure in obtaining the programs in the first instance. 



3. Importation of signals from distant markets . With 
the plight of the independent station in mind, particularly the UHF 
station lacking network affiliation, the FCC ruled that, prior to 
importation of any distant signal into the Grade A contour of a tele- 
vision broadcast station in a major market, a hearing should be held 
as to the impact of such importation on local television stations. 
The FCC was concerned primarily about two aspects of the situation : 
(1) since passage of the All -Channel Receiver legislation in 1962, 
the FCC had been endeavoring to promote UHF stations , and extensive 
CATV systems might threaten the viability of marginal UHF operations 
and: discourage new entrants , by fragmenting the potential audience 
for such stations; and (.2) to a significant extent , UHF and VHF in- 
dependents were in competition for the same audience- - i « e . , the 
minority of television viewers ho t^w network programming- -and 

the unrestricted importation of distant signals by CATV sys terns was 
manifestly unfair to the independent teley s ince the 

latter had to pay the program originator or proprietor a fee for the 
programming while the CATV system s imply picked, the same or comparf 
able program 

In order to implement its substantive policies, the 
FCC imposed the following procedural requirements: 

Outside the top one hundred markets 

(a) Systems operating on March 17, 1966 may continue 
to do so , unless they propose to extend lines into a new community . 

(b) CATV systems proposing to serve a new community, 
or to import a distant signal into a community, must give at least 
30 days notice to all television stations within whose Grade B 
contour the proposed operation will occur. 



(c) if a petition to deny is filed by any such station 
or any other interested party, within the 30-day period, the new 
CATV operation may not commence until the FCC rules on the petition 
to deny, 

(d) If no petition to deny is filed, or the petition 
is rejected, ope'rations may be commenced as proposed/ If the FCC 
considers that the petition raises legitimate questions about '/the 
establishment and healthy maintenance of television broadcast ser- 
vice in the area, v the FCC may set the matter for hearing and re- 
solve the dispute on the basis of a record; 

Within the top one hundred markets 

(a) Systems operating on February 15, 1966 may con- 
tinue to serve the geographical areas served^ and import the distant 
signals imported, ph that date • Any extensions , with respect to 
areas served or signals imported, will be the sub ject of further FCC 
consideration if a petition to deny is filed. 

(b) Any proposal by a CATV system to import^ d 
signals^Jj^ either: (i) that an application 
be f i led , vfhich^^^ w^^ hearing ; or o 
(ii) that a waiyer of the hearing requirement be sought • In either 
case , the central issue is stat^^ to be '^the establishment and >: . 
healthy maintehance of televisio^^^ area.'' 

(c) If a waiver of the hearing requirement is granted , 
CATV operations may be commenced for thwitK*^^^^^^^^^ a waiver Is denied, 
or is no t sought , an evidentiary hear ing must be he Id ,v with the re - 
suit dependent upon the record madev^^^^^^^^^^^^^^^^^^^^^^^^^ ;: 

The top 10 0 television markets encompass over 80% 
of the nation* s populati^ the nation ' s television 



households. They include New York City, Buffalo, Syracuse, Albany 



and, (in Connecticut) Hart- 
York State) . 



Troy-Sciienectady , Rochester, Binghamto: 
ford-New Haven (which serves part of New 

C. The Supreme Courtis 1968 Q^p yright Ruling 

From the beginning^ CATV systems denied copyright 
liability and refused to pay royalties to copyright owners for carry- 
ing copyrighted materials , such as motion pictures , oyer their sys- 
tems. In the For tn i gh t ly 1 i t i ga t i on in 1968 , the Supreme Court up- 
held the position of the CATV Indus try , reasoning that the mere re- 
laying of a broadcast signal by a CATV system is not a "performance" 
within the meaning of the Copyright Act and t^ not actionable. 

The relay in that case was accomplished exclusively by cable for re* 
iatively short distances (52 to 82 miles) A has been 

raised as to whether the Fortnightly dec! si on would protect CATV 
sys^-ems relying on microwave relays for iong-dist?ince transmission ; 
the matter is presently be^ing; li^^^r^ although it is difficult to 

see any distinction be tw^ linder the Supreme 

Cpiirt ^s r By contrast » a lower court has held that a CATV 

system engages in a ^'performance v^■ fQr^^^^^w^ the consent of the copy- 
right owner is required , if it tapes: a broadcast signal for replay 
on its system at a later time. 

Both before and after the Fortnightly decision , there 
has been intensive activity in Songiress 

with the application of: copyright to CATV • No resolution of the 
i ssue is: in si ght , but one type o£ solut ion seems to recur in varies 
discussions. It provides that CATV systems will be permi t ted to 
carry television signals within the Grade B contour of the broadcast 
station (iocal signals liability; and that CATV 



in/stems will be permitted to impor't svi.:, ia.iit i,;i:-iJs on tUo payment 
o£ a blanket fee related to the size of the CATV system (number of 
subscribers) and the number o£ signals imported* CATV fees would 
be aggregated and paid over to copyright owners in accordance with 
iome formula related to are a great ffiany variariohs 

of this proposal, and it cannot be said at this time whether this , 
ar any other proposal, will be enacted by Conjgress, 

b. Further FCC Actions on Importation of Distant Sig nals 

1 . The 1968 Notice of Proposed Rulemaking . Follow- 
ing the 1966 report, the FCC concluded only a single hearing involving 
importation o£ distant signals . It ruled that the importation of 
Los Angeles signals into San Diego posed such a threat to the sur- 
vival of independent stations in the latter market that importation 
should not be permitted^ However , the FCC waived the hearing require- 
ment on numerous other occa^ jpermitting the importation 
of distant signals into at least some portions of major markets. In 
1968 , following the Supreme Court 's decision in Fortnightly ^ the 
FCC decided to revise its approach to CATV • A comprehensive Notice 
of Proposed Rulemaking was issued. ^ 

Since mofet of the matters discussed in the 1968 
Notice have been treated more definitively in subsequent FCC pro- 
nouncements , their consideration may be temporarily deferred. Of 
significance for present purposes is the Commission's treatment of 
importation of distant signals . , 

Once again, the FCC distinguished between the top 
one hundred markets a^ 

: As to the top one hundred markets , the FCC proposed: 



(a) That the area i ito ivhich distant sigiials may not 
be imported should be a zone defined by a 3 5 -mile radius from the 
main post office cif the one or more communities designated in the 
major market (rather than the nrade A contours previously used). 

^ . -^I^y That the proliibiti'on shou^ be absolute in th^e 
sense that neither evidentiary hearings nor waivers would be a basis 
for permitting importation of distant signals* 

(c) That the only basis for such importation by a 
CATV system would be a retransmission consent granted by the origin- 
ating station (it lat'er was made clear that the originating station 
must have authority to grant the consent and that the equivalent of 
a ^'quit claim" deed would not suffice) . - 

The FCC further ruled that/ pending the outcome of 
the proposed rulemaking/ no CATV operations would be permitted that 
would be inconsistent with the proposed rules (described as a ^ 
''freeze") ; that all hearings concerned with CATV operations within 
the 35-mile zones would be terminated; that proceedings concerned 
with operations beyond the 3S-mile zones but within the Grade A con- 
tours would be processed in accordance with procedures previously 
established, at least insofar as grant of waivers was concerned; 
and that any CATV systems lawfully importing distant signals as of 
the effective date of the Notice (December 20 , 1968) would be per- 
mitted to continue to do so o 

As to smaller television markets (outside the t 
100), the FCC also proposed limitations: 

(a) The restricted area was again described as a zone 
defined by a 35-mile radius from the main post off ice of the one or 
more communities designated i in the market. 



Cb) Importation of distant signals was restricted to 
those required to provide the community (counting local signals) with 
a full network station for each national network and one independent 
station- -plus one or more educational stations in the absence of 
obi ection ,b)£>_lacal or State aducational-42i teres ts - - as lorrf-^-Hi^ 
most proximate distant signals were imported (the "anti-leapf rogging" 
restriction), 

(c) Signals for which a retransmission consent was 
obtained would be exempt from the foregoing restriction. 

Again the FCC proposed to "grandfather" any lawful 
operations in being on the effective date of the Notice and to process 
any outstanding petitions to deny pertaining to new operations. How- 
ever, no ''freeze" was imposed in respect of new systems planning to 
operate in contravention of these proposed limitations, although the 
FCC did state that it would refuse to approve microwave relay author- 
izations to serve such non-conforming systems during the pendency of 
this proceeding. | 

CATV systems located outside the 35-mile zone of any 
television market were not proposed to be subjected to any restriction 
other than the "anti-leapf rogging" restriction, and it was indicated 
that this restriction might be waived in appropriate caseso 

The most sign^ Notice was the 

"freeze" it "imposed on importations of distant signals into 35-mile 
zones around major markets. This was offset, of course, by the 
contraction of the proscribed area (the Grade A contour sometimes 
extended for 60 miles) and by the exemption for instances in which 
retransmission consents were obtained; The latter specif ication was 
intended to eliminate the unfair competition between local independent 



stations and CATV systems in the same community by placing both on 
a par as far as program procurement was concerned. Although the 
FCC stated that the 3S-mile zone roughly coincided with the dividing 
line previously employed in granting waivers .p£ the hearing require- 
me^rtT^wi-^h r-s-spec^t^-iiR^rtations of distant signals vxjjdjgr the exist- 
ing rules , the CATV industry regarded the Notice generally- -and the 
"freeze" in particular--as antithetical to CATV development. • 

2. The 1970 Second Further Notice. In a Second 
Further Notice of Proposed Rulemakingv issued in July 1970 , the FCC 
proposed an alternative solution to the problem of distant signal 
importation. It did not lift the 1968 "freeze". Nor did it discard 
its 1968 proposal based 6n retransmission consents. It observed, ■ 
however, that the industry was uninterested in experimentation with 
retransmission consents , and that retransmission consents had been 
supplied to CATV operators^ and approved by the FCC on a limited 
basis, in only two instances since the 1968 proposal, the CATV in- 
dustry rather than seeking retransmission consents , had been seeking 
to reach a general agreement with other intereste^d^^ (broad- 
casters and copyright o^^ 

have reversed the FCC position; they had b 

fronts . In an effort to br^ak the impasse, the FCC , in its 197 
Second Further Notice , put forward the following alternative plro- 

. ■ posai;:''"^ C'/: -, ; V:' ':, v' ^"-'^'^ ■ ^ ^ ''. ; ^ r' V- -' 

"CATV systems in the top 10 0 markets, in addit ion 
to locail signals ; may carry four distaiit indepen^ 

will be required to delete commercials from the independent distant 
stations .they 'carry and replace the^ 
local stations as follows: 

V If there are independent UHF stations in the 
market, the commercials provided by these stations will be substituted. 



•^(b) If there are no independent UHF stations in an 
intermixed market, the corimercials of the UHF network affiliates 
will be substituted. 

*'(c) In all-VKF markets or all-UHF markets , after a 
period of two years to permit applicants for the new UHF stations 
time to obtain permits , the commercials of all the local stations 
will be substituted o 

"(d) Any local station, upon special showing of a 

threat to its^ 

lie, will also be given the right to provide their commercials for 
substitutibn. The station need not wait for impact resulting from 
CATV to seek such relief , but may dp so at any time, by the sub- 
mission of an appropriate detailed showing. V' 

The FCC stated that the number of distant signals 
would be divided equally among eligible local stations in the market 
in accordance with a system of rotation (several possibilities were 
described) • The FCC reiques ted comments on such matters as the def- 
inition of the top 100 markets and the proscribed rones (if. differ- 
ent rroiu tiie: 19G,o Joriiii tiuiVj; the ti tpauueii^t , u£ Jiictx'kt; L:> wx Lih ie:>s 
than three network affiliates ; the number of distant signals, (if 
Other than four) which should be permitted to be imported (non-net- 
work programming o^ distant network affiliates would be treated as 
independent signals for this purpose) ; and the definition of ^^local 
station." . - 

The FCC additionally proposed: 

"CATVs may carry any number of distant non-commercial 
educational stations if no objection is made by the local educatioli- 
al licensee or permittee at the time he is informed of the system* s 
intention to carry the distant stationse . Upon request of such li- 
censee or permittee, the CATV would, at its own expense , delete 
appeals for funds on distant stations and substitute appeals provided 
by the local entity.," 

Further, the FCC proposed that "CATVs importing any 

distant signals under the proposed plan, pay 5% of their subscription 

revenues quarterly to public broadcasting/* The money might go , to 

the Corporation for Public Broadcasting :"which could in turn distribute 



•half to the local ETV station, if there were one.*' Comments 

^ requested on this aspect, and on the possibility of exempting 

Ller systems in the major markets ( e > g, / those with less than 

)0 or 3 ,000 subscribers) from this requirement • The FCC estimated 

: the contribution would amount to $3 .00 per Year pe^r sub scriber , 

?30 million annually for every 10 million subscribers V 

The FCC considered that its proposal would be bene- 
Lal both to UHF commercial stations and to ETV stati ;^:?s . As to^ 

former, the FCC noted that , in CATV homes , the lociil UHF station 
lid have equivalent tuning and reception with VHP (ai^d) the com- 
:ial time to sell on the independent distant signals being carried 
5 more than offsetting the audience fractionalization due to com- 
Ltion of distant signals • The FCC expressed its belief that lo- 

VHF stations , generally in a strong posit iph, would not be pre j- 
zed by its proposal for the importatipn of distant signals because 

number of signals to be imported into a market was to be limited ; 

CATV audience in the market would^^^^^b station 
Fronted with special difficulty c a participant in the 

Bercial s^ubstitution plan . Indeed, in the roughly halt of the 

100 markets where there were 6 three VHF stations operating, 

VHP stations wot^ld be the beneficiaries of cbnimercial substitu- 
f^;^(:^lf ter / two j^y ears . ' 

the FCC declined to take any action on copyright li- 
lity/ ruling thiat this was a matter for Congr^^ss* It pointed 
, however , that ^i t s proposal was not incompatible with a system 
fair compens ation for the copyright owner , attaching a staff study 
icating that, if CATV systems we re required to pay 0 . 7% of their 
comics r>fer di sjt ant signal impoTted, the revenue generated woul d 



suffice to compensate the copyright owner for loss of revenue attrib- 
utable to fractionalization of the audiences of local stations and 
reimburse him for the benefit derived by the CATV system (treating 
each CATV channel as a local television station) . The payments would 
be divided among copyright owners in proportion to total volume of 
business done by each copyright owner with all the television sta- 
tions (but not networks) in the United States. The FCC did not en- 
dorse the staff proposal , but put it forward to show that it was pos- 
sible to compensate copyright owners fairly within the context of its 
own proposal governing the importation of distant signals . 

The FCC invited comments on the technical feasibility 
of its commercial substitution arrahgements , their costs , and who 
should bear the costs. Its present view was stated to be that the 
costs should be borne by the local stations benefiting from the com- 
mercial subs ti tut ions. The FCC also proposed to grandfather systems 
presently operating in the top 100 markets "in their present discrete 
areas (with copyright payments to be made as decreed by Congress) 
but would subject them to the above proposals if they expanded oper- 
ations by extension of trunk lines into new areas. The grandfather- 
ing of systems in markets below the top 7t00 also was proposed , but 
comments were requested as to subjection of new serv^ices by such 
systems to the FCC' s proposal. As an alternative to its anti-leap- 
frpgging limitation in the 1968 Notice, the FCC proposed that at 
least two of the four imported independent signals be from within 
the state in which the CAW^^^^s (if such signals were 

availJabi'€>)V■■'^ 

Finally, the FGC raised the question of whether other 
altern9.tives/^shpul^^ 



requirement for non-network programming (perhaps with some exemption 
for programming shown in prime time over the distant signal but not 
locally...)* or a system of payments to the UHF and ETV by the CATV 
system. , 

E. Telephone Companies and CATV Systems 

CATV systems rarely provide their own facilities in 
toto. Usually they fallow one of two courses: (1) Most often they 
rent space on telephone or electric utility poles in order to run 
their own cable from their headend antennas to their subscribers. 
(2) Alternatively, they may subscribei to channel service of fered by 
the telephone company ; in this event , the telephone company provides 
all , or virtually all/ of the transmission facilities between the 
headend antenna and the CATV's subscribers. 

The FCC has moved, in a series of rulings, to assert 
jurisdiction over virtually all aspects of C^ company 
relationships. IhitiaXly > in 19 that tariffs pro- .... 

viding for lej^sed channels for CATV service had to be filed with the 
federal agency , since the tariffs pertained to an interstate service 
Then , in 1968, the FCC held that the construction of facilities by 
telephone companies to provide channel service to CATV systems was 
covered by Sec. 214 of the Communications Act, and that certificates 
of public convenience and necessity were required prior to such con- 
struction. In its determination, the FCC established interim pro- 
cedures so that existing faicilities, constructed without Sec . 214 
cert if icate s , could continue to func tion while the que s tion of their 
certification was pending. 

In 1970, in a rulemaking, proceeding, the FCC imposed 
severe re s tr let ions on CATV offerings of telephone compan ies : 



Firsts no telephone company is permitted, directly or 
indirectly through an affiliate, to furnish CATV service to the view- 
ing public in its telephone service area. This includes service pro- 
vided through telephone channels, or through use o£ conduit space or 
pole rental arrangements . Two exemptions are specif ied : (a) As to 
existing CATV services , telephone companies have until March 16 , 
1974 to divest themselves o£ the operations • (b) As to communities 
where CATV service demonstrably could not exist except through a 
CATV system related to or affiliated with the local telephone company 
or for other good cause, the prohibition may be waived^ 

Second, when telephone companies seek authority; under 
Sec. 214 to construct facilities for channel service to unaffiliated 
CATV systems, they must show "that the independent CATV system pro- 
posed to be served, had available, at its option, and within the 
limitations of technical feasibility, pole attachment rights ^or 
conduit space, as the case may be) , at reasonable charges and with- 
out unduie restrictions on the uses that may be made of the channel 
by the customer,*' The policy must be made knovm to the local fran- 
chising authority , if any, and must exist prior to the customer's 
decision to seek an award of a local franchise , if one is required* 

The rules were adopted to preclude telephone company 
domination o£ the CATV Indus try a With a monopoly of the most readily 
accessible means of distribution- -leased telephone lines or pole 
attachment rights- -the local telephone company, in the judgment of 
the FCCy was In a position to : (a) exclude CATV operations altogeth- 
er ; (b) favor affiliated CATV systems over unaffiliated CATV systems ; 
or (c) favor CATV systems leasing channels from it qyer those seeking 
pole right attachments. The FCe indicated that, within the limits'' 
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of technical feasibility, the telephone company must accommodate all 
CATV applicants in the area ^n order to comply with the above 
provisions . 

Several questions remain pending: 

(1) Are pole attachment (or conduit) rights common 
carrier offerings for which a tariff must be filed with the FCC? 

(2) Is a telephone company free to withhold pole 
attachmient (or conduit) rigJrts from CATV systems as long as it is not 
seeking to serve CATV systems via leased channels? In short, can the 
FCC compel a telephone company to make its facilities available to 
CATV systems? 

(3) If the answer to the last question is affirmative, 
does the FCC also have power to compel other utilities- -electric com- 
panies in particular- -to grant pole attachment rights to CATV systems 
at reasonable rentals? 

The first issue has been raised in inquiries by the 
FCC s Common Carrier Bureau , and the secbnd and third issues are in- 
volved in a proceeding presently pending before the FCC. 

Additional problems are posed if a telephone company 
seeks to provide leased channels to a CATV system seeking to serv^^ 
an area also being served by a CATV system making use of some other 
arrangement (pole attachment or conduit rentals) . The FCC now has 
before it such a case in the Comtel litigation involving New York 
City. Gomtel V a CATV system unaffiliated^^^^^^^^^^ telephone company 

but using telephone channels exclusively, is seeking to extend ser- 
vice into areas served by other CATV companies . Under New Yoi-k law 
no city franchise is required in such a case. But the telephone com- 
pany , in order to accommodate Gomtel , must obtain cert 



Sec. 214. The FCCVs hearing examiner ruled that certification of 
Comtel's service for a trial period of two years should be author- 
ized, "subject to regular authorization thereafter upon sufficient 
showing that competition is actually providing public benefits that 

^outweigh any detriments . Such condi tio^^ or limited ais^orizatior 
at this time can provide assurance that Comtel's operations are sut 
ject to a measure of regulatory review for the protection of the pt 
lie while the City and State move to clear up the uncertainties as 
to their regulatory jurisdictions. This will also afford the Com- 
mission a reasonable opportunity to satisfy itself probatively that 
there are continuing competitive benefits to be derived,"* 

F. Originations by CATV Systems 
In its 1968 Notice of Proposed Rulemaking, the FGC 
asked for comments -on whether CATV systems should be permitted, or 
required, to originate programming of their own. In 1969, in its 
First Report and Order in this proceeding, the FCC resolved the 
issue in the affirmative. It found that origination of programs by 
CATV systems was in the public interest- -because of the increased 
diversity such programming would contribute and because of the oppc 
tunity afforded for programming at the local level- -and it ruled as 

'.follow;s': 

1 . Authority to originate . All CATV systems should 
be permitted to originate programming. The FCC rejected broadcasts 
arguments that CATV origiaations should be prohibited, or restricts 

- because such programming would tend t audiences from tele- ; 
vision broadcasters. The FCC observed that unfair competition was 

- not .involved, since broadcasters and CATV competed on an 
v^eqiiai f po t ing in pro gram procurement as far as o r i ginat ions were 

* The examiner's decision is pending before' the FCC, 
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concerried. And the FCC found no basis for believing that the, diver- 
sion of audiences would be so severe as to imperil over-the-dir broad- 
casting. No restrictions were placed on the type of prograinming 
CATV systems could originate, nor on the interconnection of CATV sys- 
tems to form regional or national networks. The FCC observed, how- 
ever , that "in the event that adverse consequences on service by in- 
dividual stations or broadcast networks should appear imminent, the 
'commission can and wouxu take such remedial or preventative action 
as may be necessary to preserve service to the public It referred 
to the limitations it had imposed on subs Gription television, and 
asserted its authority to impose similar or other appropriate limi- 
tations on CATV originations if ^ 

2 . Requirement 6f origd.na^^ The public interest 

■ ^. in CATV originations was considered so great that the FCC decided to 

require that all systems carrying relayed broc^dcast signals to more 
than 3,500 subscribers operate "to a significant extent as a local 
outlet by (programming other than relayed broadcast signals) and 
(have.) 'available facilities for local production ^nd presentation of 
:gToqrw\s other than automa-^Sa services , 'V beginning January 1, 1971 
(later, postponed to April .1, 1971,).. In the FCC's view, the requirement, 
described ;-as "cablecasting^-^ jwould increase locally originated p,ro- 
gramming., in accordance with the FCC's policies relaitive to geograph- 
ical distribution of broadcast f aicilities^, and also would make avail- 
able the facilities needed for local originations by parties other 
;than''therCATV operator (see the^ discussion of the comi-.on carrier 
' 'fxinctioiVi ' infra ) . The FCC drew the line ■ at -3 ,500 subscribers be- 
— . caiiis.e-'it believed that systems of this size clearly had the financial 

■ EJWCiig|:fi^-^-t"6^ program originations;' it left open the possibility 



o£ extending the requirement to smaller systems on the basis o£ 
further experience and information. At the time, the FCC's require- 
ment would have encompassed less than 10% of CATV systems in operation 

On local originations tb a '^'significant extent," the 

FCC commented: 

"By 'significant extent ' . we mean something , more 
than the origination of automated services (such as time and weather, 
news ticker, stock ticker, etc.) and aural services (such as music 
and announcements) . Since one of the purposes of the origination 
requirement is to ensure that cablecasting equipment will be avail- 
able for use by others originating on common carrier channels, 'over- 
ation to a significant extent as a local outlet' in essence necessi- 
tates that the CATV operator have some kind of video cablecasting 
--^s t w f <n-- the ' prudut: trcsn^^ o 
(e.g., a camera and a video tape recorder, etc). If the cablecasting 
equipment and technical personnel are available, there sho be a 
natural tendency for the CATV operator to use them for some origin- 
ation presenting local personages and events . However, . . ,we do not 
ir?«an to suggest that originations to a 'significant extent' could 
not also include films and tapes.-iproduced by others , and CATV net- 
^'-work ^prograinmihg.;'''\,:^: • ^ 

The FCC refi-ained from any speci 

categories of programming , type of cablecasting equipment , and tech- 
nical standards, it preferred "a period for free experimentation 
and innovation by the cable operators," after which standards might 
be set forth. " 

On reconsideration, the FCC adhered to its position, 
observing that it had been furnished "no data pending to demonstrate 
that systems with 3,500 subscribers cannot cablecast without impair- 
ing their financial stability, raising rates, or reducing the quality 
of service." The FCC also observed: 

"Innovative arrangements are- also possible , such 
as agreements with educational institutions, under which a channel 
is made available for the use of the school which, with its own 
.studio, arid other £aci,1J.ties , - will, -produce educational , cultural 
and otheii^programming. The CATV of course, would be expected- to 
see to'~^it that locar political and other affairs are covered on 
that or. a different" channel , but the costs of origination to it 
would be sharply reduced." 



Another "innovative arrangement," however, brought 
a sharply negative reaction. The FCC observed that some cable oper- 
ators simply leased an origination channel to a local radio station, 
which in turn presented its disc jockey shows over this channel for 
virtually the entire broadcast day. Such an arrangement , the FCC 
asserted, defeated one of the purposes of local origination- - i.e. , 
providing access to television for "the mayor, the local political 
candidates, those willing to discuss controversial issues , etc," 

. Accordan.&Ly^^ the. FCC am.en-ded ^ , ^. 

to provide that "the systt^m shall not enter into any contract, ur- 
raivgement or lease for use of its (local origination) facilities 
which prevents or inhibits the use of such facilities for a substan- 
tial portion of time (including the time period 6 : 00- 11 : 00 p .m. ) , 
for local programming designed to inform the public on controversial 
issues of public importance. " 

On the local origination requirement, the FCC stated: 
"There is always the possibility of waiver in a particular case , but 
we stress that it will be granted only because of ususual circumr. . ^ 
".S:tances";/V'- •■'--■.);■ ■■;■' -' ■''■^{r::^ 

V Contemporaneously , in tW Second^^ of 
Proposed Rulemaking , the FCC raised 'Vthe question whether the CATV ( 
system in the core city of one of (the top 100) markets , when it 
t size t*^. g*\ 10 

required to program a designated minimum number of hours (e.g., 21 
hours a week) , with a specified percentage of this minimum to be of 
a local nature." 

- 3. Advertiser ^support > The FCC concluded that ad- 

^^^^^^^^^^^ i-V^^^ "should be permitted at natural breaks in originations ?i 
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with no interruption o£ program continuity." It believed that rev- 
enues in addition to regular subscriber fees might be necessary in 
some communities to support local origination, and might support 
origination operations in smaller communities than otherwise would 
be possible. Also, the FGC believed it desirable to provide addi- 
tional outlets for small local advertisers who might not \bii able to 
afford over- the-air broadcast service. The FCC rejected the argu- 
ments of l;hose favoring additional subscriber fees , in preference to 
advertising, by expressing the belief that the benefits of origin- 
ation "arjs moire lilceiy ' to be achieved^at an early date if ^ 'w 
advertising at natural breaks than if we insist upon a mode of bper- 
ation thct may be more difficult and take longer to achieve." The 
FCC left open the question of whether advertisiijg should be permitted 
in conjunction with possible CATV network operations , since such 
operations might be financed solely through subscriber fees. The 
FCC also found little likelihood of iadverse impact on local broad- 
cast stations by CATV carriage of local advertising, although some 
---d4n?^fWsf4<»n. from possible; the latter contin- 

gency was one on which the Commission was prepared to act on a case- 
by-case basis in the event of V'documented claims of irs.ninent adverse 
impact on the public's free broadcast service.'' 

The FCC justified its requirement that commercials be 
limited to ^'natural breaks" on the grounds (1) that this would afford 
tha vi ewer a new and divers i fied service ; C 2 ) that CATV could operate 
under such a limitation Locause Cin contrast to broadcasters) it was 
not -wholly dependent upon advertisers for - revenues ; and (3), .that 
advertising subjected to such a limitation would be. leSs liJcoly to 



affect revenues available to local broadcasters than unlimited CATV 

advertising. As for the meaning of the liraitatiori, the FCC said: 

•'By natural in ^ ^^rmissions or breaks , we mean at the 
beginning or end of a parv originated program, or at any 

intermission in the program ^ ,erials which is beyond the coxitrol of 
the cable operator, such as time-out in a sporting event, an inter- 
mission in a concert or dramatic event, a recess in a city council 
meetings or an intermission in a long motion picture which was pres - 
ent at the time of theatre exhibition, etc," 

4. Per-program charges c In its First Report and 

Order, the FCC left open the possibility of financial support other 

than-throia^*adre3ifcising^. . .,It sai^: . a. . . . . 

*^Whiie we believe that the subscribing public should 
not be required to pay extra fees in order to obtain access to 
local public service programming or presentations by political c^^^^^ , 
didates on the CATV' s origination channel , we do riot presently cbn- 
template any prohibition against higher monthly feei> or per prc^gram 
charges for other minority iriterest oi t>pecial cbarg 

for extra services (e.gc, burglar alarm and fire detection sy; :er:^3 , 
etc.)/"- 

In its Opinion bri recorisideration, the FCC adhereid 
to this view, but stated that where CATV origination •*is accomp^^ 
by a per-program or per- channel fee^ it is akin to subscription tele- 
vision and presents the same threat of ^^^^^ 

free television because potential revenues^ charges are 

substantial o AccordirigiyV th^ rules for CATV similar 

to those for over-the-air television: 

(a) With Gfei'^tain exceptions, '•(f)eature films shall 
not be cablecast which have had general rele^ anywhere 
in the United States more than ivo years prior to their cablecast;" 

(b) "S"portir <^^/^%iVs shall riot be cablecast v/hich have 
been" televised. live •v<iyS'";a'^ ncravubs^iripti'^^^ ' in 'tHe- -com-:'-^"; 
murtity during thei two years pii'eceding c^their proposed cablecaVtV'* • 
There axe a number of additional limitations relating to sports, 
a'^-'^-'n a recent Notice of Proposed Rulemaking the^vFCC proposed to ^ 

ase the" two-year interlude to five years. 



(c) "No series type of program with ir.terconnected 
plot or substantially the same cast ofc. principal characters shall 
be cablecast." 

J ' ■ ■ ■ . ■ 
- (3) "Not more than 90 percent o£ the total cablecast 

'•^l ■ ■ ■ ' 

tjrogram hours shall consist of feature films and sports events 
combined." 

(e) "No commercial advertising announcements shall be 
carried on such channels during such operations." 

These rules were deemed necessary to insure that 
,cabI^C4§.t^ing. wi,ll not "force the public to pax f or what_ it now. re- 
ceives free," and to protect those "who do riot wish, or cannot afford, 
to pay for television," and those who are not cable subscribers. 
Th^ rules wex'e not considered necessary in the absence of per-program 
charges £ because there was felt to be no.ythreat of siphoning "when 
CATV operates in its present fashion (i .eC?, a flat charge in generally 
well-defined range •) ^ 

(In a related matter, of peripheral importance, the 
FCC has prMing a rulemaking proceeding defining the obligations 
^nd limitations of CATV systems in respect of over- the-^air subscrip- 
tion broadcasts by local stations.) 

5 . Limitations on CATV programming . The FCC ruled 
that programs originated on CATV systems sHall be subject to certain 
of the obligations applicable to broadcasters: 

(a) The^requirement of affording "equal time" for 
candidates for public office; 

(b) The requirement that sponsorship of programs 

, b'<^^ announced;; aj.id 

, (c) The requirement of the "fairness doctrine" that 



reasonable opportunity be made available for the discussion of con- 
flicting views on issues of public importance. 

The FCC considered that the policies underlying these 
requirements to assure an informed public- -were equally applicable 
to CATV originations. But it did not discuss possible differences 
between these requirements in the context of scarce broadcast fre- 
quencies- -as compared to abundant CATV channels - -except to note that 
CATV systems had tended to develop in a monopolistic manner Cone sys- 

» J r'u:.i:or. uny._giyeTi.jax^^ .. . ■ : .. .... - . . . 

On reconsideration, the FCC added to the three fore- 
going restrictions the limitation against broadcasting information 
concerning lotteries. It also made clear that printed newspapers 
distributed via CATV facilities (through facsimile reproduction) woul 
not be subject to the above requirements- -although television pro- 
grams prepared or sponsored by newspapers would remain subject to 
the restrictions.. The basis for the distinction was not made clear. 

6 . Relation to state law . The FCC observed in its 
First Report and Order that any "state or local regulations or con- 
ditions in conflict with these Federal regulatory policies are, we 
believe . preempted." Subsequently ,1:he FCC ruled ..that New York City 
iimitations on the types of programs that might be originated on- 
local CATV systems (prohibiting conventional movies, inter alia ) 
were invalid. However, the FCC observed that "States and localities 
should remain free to impose additional affirmative obligations on 
CATV systems, so long as they refrain from imposing restrictions 
which ar^ inconsistent with the Federal regulatory policies." 

G. The Common Carrier Function of CATV ^ 

Systems . ^ 

In its First Report and Order., as in its earlier 
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Notice of Proposed Rulemaking, ti'ie FCC -stated its view that "CATV 
systems should be encouraged, and perhaps ultimately required, to 
lease cable space to others for originations of their own choice on 
a local or interconnected basis, in order to promote diversity of 
control over the media of communication and diversity of program 
choices as well as to increase the opportunities for television com- 
munication with the public by more widespread sources." The FCC 
cited the expanding channel capacity of CATV, thexi generally 12 
and holding "promise of 20-40 or more,". It noted that the limited 
number of hat ionai networks , and the limited sources of non-network 
prpgramraing, imposed a serious restriction on the ability of CATV 
to diversify program choice (except as to timing) by importing in- 
creasing numberiS of distant signals. It expressed concern about the 
concentration of control that might emerge if the CATV operator, 
which normally had a monopoly in its, area , originated programs on 
more than one channel (automated services aside); but it imposed no 
limitation on multi-channel origination in this proceeding. Finally, 
the FCC noted that there were various entities that might seek to 
communicate to the public if television were made available at low 
cost , includihg "political candidates , municipal and State govern- 
mental authorities , educational interiests; civic and professional 
organizations, amateur dramatic grd^ps professional program pro- 
ducers, advertisers, etc." Such entities "should be permitted to 
communicate with the public in a commuiiity, or in a particulai seg- 
men t- of a conunusiity , or in a number of communities on a State, re- 
gional or .national basis to the extent that cable facilities are 
availtale and are interconnected »" And "CATV operators should be 
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ble to furnish studio facilities and technical assistance as part 
if the service, but should have no control over program content ex- 
:ept as may be required by the Commission's rules and applicable 
.awo" 

However, the Commission adopted no rules on the sub- 
ject, believing further study >;as required. It similarly reserved 
udgment on (a) "whether automatic services should be subject to 
Lisplacement if there is a greater demand for leased channels than 
:an be ac::ommodated;" and (bO '^a possible ceiling on the number of 
>roadcast signals that may be carried where channel scarcity is a 
ractor." 

On reconsideration, the FCC made clear that the pro- 
jrAmscontent rules applic originations (equal time, 

Fairness , sponsor identification, and lottery information) "apply to 
irogr ams or i ginated by others than the CATV operator , when presented 
sn the channel or chanjiels controlled by the CATV operator o" 

In both the original proceeding and on reconsideration, 
the FCC declined to adopt a proposal of the National Association of 
aducational Br bade as ter s to e stab ,1. i sh " p r i or i t i c s of .'^ er vi ce to be 
required of CATV systems , i.e. .television signals required to be 
carried r by ouf^« i-uie s , State or local requirements , publ ic s ervice 
use in. conjunction with educational agencies , common carrier service." 
It also rej ectedi a proposed requirement that "cablecasters coordinate 
educntional and public service programming with affected educational 
institutions The ^ FCC concluded that such matters "were not ripe 
for determination , pai-tly because lick of experience with the new 
medium. Contemporaneously , howeverV in the Second Further flotice of 
Proposed Rulemaking, the FCC affirmed that it "must make an effort • 



to insure the development of sufficient channel availability on all 
new CATV systems to serve specific recognized functions . " In addi- 
tion to the CATV's own local origination channel, these functions 
were enumerated as follows: 

, _ . "(a) Local government cha^jnel. At least one chan- 

nel for use without charge by local governments and for free broad- 
casts during prim^ty and general elections, 

. . "(h) Local, public access channels. In order to 

facilitate further presentation of views, cable systems will be re- 
quired to make channel time available on one or more channels at no 
cost to local citizens and groups which are not engaged in programming 
for advertising revenue, but which desire to present views on matters 
of concern to them. 

' "f^^^ Le*®®^ channels. Cable operators would make 
available to third parties, either permanently or on a one-shot 
uasxs, channels for commercial operation by third -parties. 

"C^) Channels devoted to instructional uses fe.g.. 
coursed conducted for students either by or in coordination with 
public or private institutions; instruction by professional grour)s 
for their members (doctors, engineers, etc. J; lectures) c We ask' 
for comments on the number of such channels (e.g. , a specified number- 
a percentage of the system's capacity) o * 

"Thus, whatever the channel capacity of a system 
operating in Pile of these large sAarkets, we propose that it be re- 
quired to set aside, a specific number of channels for each of the 
above purposes, cablecasting (originations) , and of course, the 
carriage of local signals; after fulfillment of these requirements, 
the system could then import distant signals arid provide automatic 
services. A further proposal upon which we request comments is to 
require the 20- channel (and larger) system to provide no less than 
50% of its channels (on a when demand basis) for the purposes speci- 
fied in (a)-Xd), above." 

The FCC also pointed out that, "since an important 
goal is the availability of channels for leased purposes , the Com- 
mission wculd have to take all appropriate actions to insure such 
availability (e.g., that the rates charged in such channels are rea- 
sonable and nondiscriminatory) 0 Indeed, as the use of lea^^ed chan- 
nels increases, there might well be need to reevaluate the role of 
the CATV system as an originator of programming, rather than the 
owner of transmission facilities," 



H. Concentration of Media Control 
In its 1968 Notice of Proposed Rulemaking, the FCC 
requested comments on thre© types of concentration of control affect- 
ing CATV systems: (1) cross -ownership of CATV systems and other 
media of mass communications serving the same area; (2) common owner- 
ship of multiple CATV systems serving different areas;: and (3) CATV 
operator control over multiple channels of program origination on 
the same system. Each area will be considered separatelye 

1 o Cross-ownership of CATV systems and other media e 
In its Second Report and Order j» issued in 19^^ prescribed 
ownership of a CATV system by: 

"(1) A national television network (such as ABC^ CBS,, 
or NBC) ; or 

"(2) A television broadcast station whose predicted 
Grade B contour . o oOver laps in whole or in part 
the service area of such system (ioeo^ the are^ 
^hin which the system is serving subscribers); 

" ■ , ^ ■ I . ■ . ' . : . ■ ■ 

"(3) A television transistor station authorized to 
serve; a community within which the system is 
serving subscribers/' 

As to the first prohibition, the FCC emphasized '* the 
fact that the networks already have a predominant position nationwide 
through their affiliated stations in all markets , their control over 
network programming presented in prime time, and their share of the 
national television audience o*r 

As to the second prohibition, the FCC adverted to 
its traditional policy o£ attempting to assure a multiplicity of 
dif ferent- Vvoices'^ wit^ the same market ^ As CATV systems become 
originators of ^progranuning, they become separate " 

role '-in molding^public opinion o At the same time, there was evidence 



that 30% of all CATV systems were" owned by broadcasters, and that 
46% of all recently started systems were ov:ned by broadcasters. The 
FCC found that there was "no evidence, or reason to assume, that a 
CATV system's local program origination would suffer if denied the 
assistance of a co-owned local television station; indeed such joint 
ownership might discourage effective CATV program origination, inso- 
far as it threatened to reduce the station's own program audience." 

The FCC observed that it "would consider waivers on 
an ad hoc basis where it is clearly established that a cross -ownership 
:-^^an would not result in greater diversity," as, for example, where 
no diie is willing to apply for an available broadcast channel* in a 
sparsely populated area except a local CATV operator interested in 
providing CATV-originated programming to a wider area. The FCC also 
noted that it had no objection to television broadcaster ownership 
of CATV systems in areas they did not serve; indeed, the FCC indi- 
cated that such a possibility was advantageous, since it afforded 
television broadcasters an opportunity to bring themselves into con- 
formity with the local cross -ownership proscription by exchanging 
CATV systems « 

As to the third prohibition, the FCC said only: 
"In our case-by-case consideration of existing translator-CATV cross- 
ownership, we have observed that such combinations are unlikely to 
yield the best translator service to the publicc" It expressed its 
willingness to entertain waiverso 

As to new acquisitions, ownership interests or fran- 
chises not in existence on July 1, 1970, these prohibitions became 
effective August 10, 1970, As to existing interests --those antedating 
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July 1, 197()--a three-year period was afforded for divestiture, until 
Ak,;U:; I; lU , 1973 . 

In a Notice of Proposed Rulemaking issued contempora- 
neously with. the Second Report and Order, the FCC said: 

"Although the Commission is not at this time favorably 
disposed toward exemption of non- commercial educational stations from 
these cross -ownership strictures, it invites, and will fully consider 
further comments concerning the desirability and possible specific 
provisions of such an excAiption, The Commission is, of course, aware 
that -operation of a local CATV system might be financially beneficial 
to th© ETV station. At the same time, however, it desires to provide 
local television audiences with a multiplicity of separately controll 
'voices;' and notes that a CATV system in the same locality is not 
the only potential source of funds needed to_operate an ETV station. " 

In the same Notice, the FCC raised questions concern- 
ing common ownership of radio and CATV systems, and newspapers and 
CATV systems, where the various media served the same area. 

As to the former, the FCC observed that CATV systems 
may be more competitive with radio than with television. As far as 
originations are concerned, both are locally oriented, are likely 
to deal with local issues, and will draw primarily on local adver- 
ti^iers. On the other hand, common use of studio facilities, equip- 
ment and personnel would facilitate CATV program origination, and in 
many areas there already exists a multiplicity of radio "voices ." 
In addition to the extremes of a complete ban of common ownership in 
the same area, or no ban at all, the FCC raised questions as to (i) 
a selective ban (e.g. , in markets with less than S AM outlets) ; (ii) 
the posE iiity of shared facilities (joint use of technical facili- 
ties and personnel between separately owned CATV systems and local 
radio stations); and (iii) use by the radio station of a common 
carrier channel on the; /,CATy system to supplement local broadcast 
originations. i 



As to CATV-newspaper affiliations, the Commission 
deemed it wise to postpone decision pending the outcome of its rule- 
making proceeding concerned with newspaper- television affiliations 
in the same marketo In any case, newspapers should have access to 
CATV systems, on fair terms, for facsimile delivery of printed news- 
papers, 

2, Common ownership of CATV systems in different mar- 
kets o Concerned' that large-scale CATV operations may be imminent, 
the FCC proposed to limit multiple ownership before excessive con- 
centration came about and, presented serious problems of divestiture o ^ 
It did not considet common ownership to be essential either for net- 
work interconnection or for the provision of other common carrier 
services, but left open the possibility that some fairly high degree 
of multiple ownership might be necessary to provide a financial base 
for programming efforts around which CATV networks might be built. 
It also left open the question of divestiture of systems inconsistent 
with the proposal ultimately adopted. 

The FCC made two alternative proposals: 
First proposal o 

"(a) For the purposes of this proposal 

- (1) Where a CATV system (including all 

parties under common control) directly 
or indirectly owns, ^operates, controls, 
or has an int^erestTln other CATV sys- 
tems within the same SMSA (Standard 
Metropolitan Statistical Area, as de- 
< fined by the Uc So Census Bureau) , all 

of thie related CATV systems within the 
same SMSA shall be collectively viewed 
as one system; and 



(2) Systems with fewer than 1000 subscribers 
need not be counted.* ^ 

"(b) No CATV system (including all parties under 
common- control) shall be permitted to carry 
the signal o£ any television broadcast station 
if such system directly or indirectly owns, 
operates, controls, or has an interiesst in 
more than 50 CATV systems , of which - - 

CI) No more than 1 may be located within the 
top 3 SMSA»s ; 

(2) No more than 2 may be located within the 
top 10 SMSA' s ; 

(3) No more than 3 may be located within the 
top 25 SMSA' s; 

(4) No more than 4 may be located within the 
top 50 SMSA' s ; 

(5) No more than 7 may be located with the 
top 100 SMSA's; 

(6) No more than 10 may be located within 
adjoiniiig States ; and 

(7) No more than 5 may be loc'ccd witniu the 
same State only 1 of which may be located 
within a top-100 SMSA. 

"(c) Where the CATV system (including all parties 

under common control) owns , operates , controls , 
or has an interest in more than 1 television 
broadcast station or more than 2 AM or FM , 
stations or more than 2 newspapers , the maxi- 
mum number of CATV shall not exceed 25, and 
the ma,ximums within SMSA's and States are 

(1) No more than 1 within the top 10 SMSA' s ; 

(2) No more than 2 within the top 50 SMSA's; 

(3) No more than 4 within the top 100 SMSA's; 



(4) 



No more than 5 within the same State or 
adjoining States; and 



(S) 



No more than 1 within a top-100 SMSA in 
the same State." 



* "We note that the record in this proceeding reflects that almost 
70 percent of all existing CATV systems had fewer than 1000 i»ab- 
scribers in 196<y. However, we raise the question of whether the 
e3 O :ion for systems to be counted should not be 35a0--the number 
s<ERiC:ed for mandatory origination." (Footnote by the FCG.) 



Second Proposal . 

"In the alternative (or as a companion provision), 
the Commission proposes that 

"(a) No CATV system (including all parties under com- 
mon control) shall be permitted to. carry the sig- 
nal of any television broadcast station i£ such 
system alone » or together with other CATV systems 
which it directly or indirectly owns, operates, 
controls, or has an interest in, serv&s more than 
2,000,000 subscribers: Provided, however . That 

•'(b) Where such a system, or group of systems, has 

acquired that number of subscribers ^ it may in- 
crease Its roster of subscribers up to an addi- 
tional 10 percent --but only within the com- 
munities which it already serves. (The purpose 
of this proviso is to avoid a situation in which 
a group of systems, having reached an arbitrary 
limit nationwide, would be prevented from extend- 
ing service to residents of a community in which 
it already is operating. The additional leeway 
of 200,000 should give ample opportunity to avoid 
such a situation --and to provide time for vol- 
untary divestiture of systems and their subscribers 
in certain communities in order to permit further 
expansion in others.)" 

In this connection, it may be noted that the Commission 
recently approved the merger of H § B Coramunications and Teleprompter, 
the first and fourth largest CATV owners in the country. The con- 
solidated enterpris e, with 129 systems and 413,000 subscribers, ac- 
counts for approximately 10% of all CATV homes in the nation. This 
merger required FCC approval because transfers of microwave li- 
censes were involved. Other CATV mergers , not involving such trans- 
fers, have been occurring with some frequency, including some recent 
(and smaller) acquisitions by Teleprompter. 

3. CATV control of multiple channels . In the 1968 
Notice of Proposed Rulemaking, the FCC, in accordance with its tra- 
ditional anti-duopoly policy, proposed "to limit the number "bf chan- 
nels on which CATV originated programming may be pres(jnted to one. 



not including any channels devoted to services of an automated nature 
such as time and weather/ news ticker, stock market ticker^ etCo" 
Additional origination would be programmed by others )on channels 
leased to them by the CATV system on a common carrier "Ijas is o 

The problem was discussed in the .1969 First Report and 
Order, the one channel limitation was based on the FCC's '^tentative 
view that one entity should not control the content of the program 
materials on all cable channels not used for carriage of broadcast 
signals Comments filed in the proceeding "raised the issue of 
whether there should be ,a limitation based on percentage of channels 
(e^gc, to take into account the difference between a 12-channel and 
a 40 -channel' system), ortwhether there should be an initial period 
in which the CATV operator would not be restricted to only one chan- 
nel for originationo" The First Report and Order did not resolve 
the issue and it has not been raised in subsequent determinations 
and proposals of the Commission, except for a comment in the Second 
Further Notice of Proposed Rulemaking that, at some point, it m^y be 
appropriate to sever the transmission and origination functions of 
cable systems o 

4, Limita t ions on other affiliations . In the First 

Report and Order, the FCC observed: 

•'Diversification rules would be desirable even if 
CATV operations were limited to carriage of broadcast signals and 
comiion carrier activities , in view of the limited number of broad- 
cast and newspaper media in all communities , and the poteiitial 
importance of cable facilities in providing many communications 
services » " 

And in the contemporaneous Notice of Proposed Rulemaking, the FCC 
requested comments as to "whether other CAW-ownership patterns 
warrant consideration under the public interest standard (e og. , 



u :r<^hip of CATV systems by microwave carriers. CATV -equipment manu- 
iMcturers, national news magazines . advertising agencies) . " 

Technical Standards 
In its 1968 Notice of Proposed Rulemaking, the FCC re- 
quested comments on the general question of whether technical stand- 
ards should be aade applicable In a Notice of Pro- 
posed Ruleaiaking. released July 1, 1970. the FCC made proposals, and 
requested coHttients, in four separate areas. 

1. MiniauM channel capl»^^♦^y Noting the growth of CATV ' 
interest in the large urbim aarkets. the posaibility of a nationally 
as well as internationally interconnected cable grid, and the poten- 
tial of CATV to alleviate the problem of availability of air time 
(replacing an econoay of scarcity with an economy of abundance), the 
FCC placed CATV operators on notice that it intends ••to require min- 
imum system capacities adequate to serve foreseeable demand, and thus 
cautions operators to avoid the econoaic burden of ins tall ing systems 
of inadequate capacity that will soon need to be expanded at extrjv 
cost.'* The FCC observed that there had been predictions of an—ever 
increasing denand for cable channel capacities (some estimates ranging 
above 100) that 20-channel systems were then being proposed by 
CATV operators for major markets; and that there were indications 
that ••40-channel systems can be installea without too great an in- 
cremental cost over the 20-channel systems." 

' TK« jPCC »tat^^^^^ be"to spdcif y in the 

major marlcets the lirgest^^^ 
minimumv wliich is^^^^^c^ 
development of cable »y^^^^ 



(a) What the minimum number o£ channels should be in 
the major markets (here apparently referring to the top 50 markets).? 

(b) Whether some lesser figure should be applicable to 
systems operating in the smaller markets, and, if so, the number of 
channels and the method by which such markets should be identified? 

(c) How any such regulation should be made effective .\ 
insofar as l;iming is concerned (Oogo , in respect of existing systems, 
systems under construction, systems being pleuned)? What period * . 
should be permitted for conversion or revision of construction or 
plans? ■ 

2» Two-way capability o On this subject the FCC's com- 
ments were limitedo It said: 

''We intend that future cable systems should be installed 
in such a manner that, with the a;dditional provision of no more than 
appxopriate sending devices for individual subscribers and minimal 
equipment (such as jumpers ♦ additional switch contacts, or plug-in 
connectors, for example) , each subscriber may be afforded a means for 
directly communicating with a local program origination pointc The 
return communication capability should provide at least the capacity 
equivalent to a single 4kHz message channel and be shared , with a 
limited number of other subscribers so that cuing problemsr are ; 
avoided. It is not our purpose at this time to prescribe how return 
communications should be facilitated nor to require that all sub- 
scribers avail themselves of this capability, but that future systems 
be designed to accommodate 2-way communication for those subscribers 
desAring ito" 

3p Co mmunity origination cei^ters o Observing that CATV 
*'has the potential to be a; vehicle to much needed community expres- 
sion the FCC stated that '*cable systems should supply a separate 
channel/ available on a when-desi^ each distinct com- 

rauriity within its franchised area and that ^'each community (should) 
possess the local capability f or productioi f rnaterial to be cablecast 
over its channel o" The FCC invited comments on:'- 



(1) How this objective might be achieved? By ^'limiting 
cable systems to franchised areas of limited size"? By requiring 
systems "to have technical facilities in each community- -the studios, 
equipment and distribution facilities--designed to facilitate local 
access and service"? By other arrangements under which each com- 
munity within the franchise area of the system would be "equipped 
with production capability for the programming of its community chan- 
nel"? - ^ 

(2) How is "community" to be defined? 
The FCC observed: 

"It would be possible to define ' communities ' along 
ethnic, governmental, or historical lines, as well as the more con- 
ventional geographic boundaries. We propose to leave the details 
of such determinations to franchising authorities and cable system 
owners^, but we do request comments on what should be appropriate 
general Commission guideli^es in this area (e.g. , 25,000 to 50,000 
-households generally as a * community 

4. Standards of performance . The FCC proposed technical 

standards of performance, in considerable detail, which are set forth 

in Appendix a.- Some general obaervations are: 

(1) The standards are aimed primarily at "furthering 
the quality of service rendered the public;" but the FCC also hoped 
that they would assure "a degree of compatability among systems 
which in the future may be useful for accomplishing system inter- 
connection," 

(2) The standards prescribe minimum levels of perform- 
ance at subscriber terminals, not the methods or kinds of equipment 
the cable system must use/ 

(3) Anjiyal reports concerning system performance are 
required in connection with certain tests. Additional tests may be 
required, and individual subscribers should be assured good qual ity 



service independently o£ the system^ s compliance with the general 
standards (which do not provide absolute assurance that service to 
an individual subscriber is satisfactory), 

(4) Certain standards not imposed at the outset may be 
added subsequently, as the state of technology and regulatory experi- 
ence indicatCo Thus, no standards were proposed for carriage of FM 
signals, or with respect to "the allowable degree of ' ghosting ' 
interference caused by reflections, or for phase relationships in 
the system, all of which intimately affect the quality of color tele- 
vision technology.*' r 

(5) While not required by the proposed standards, the 
FCC expressed its ^'strong belief that every good CATV system should 
be well endowed with monitoring check points and that an in- house 
program of monitoring them is necessaryo" 

(6) The FCC agreed that its standards should be "suffi- 
ciently flexible to permit operation of multi-pair cable techniques 
or switched techniqueSo" The standards proposed were directed pri- 
marily to "the single coaxial cable which carries a plurality of 
standard television broadcast signals qccupying individual frequency 
bands in the cable «" But the FGC would consider other systems "pro- 
vided an adequate engineering showing is made as to the quality of 
service such (systems) would rendero" 

(7) the detailed techni 

to technical standards applicable to oveir-^^ broad- 
casting, as inclicated, inter alia , by yarioiis cross references to 
■■ broadcasting standards , 

(8) The FCC proposed to permit existing CATV systems 
three yiears from the ef f ective <late of the technical standards !t^^ ' 
"jy-^ng their syst^ 



^' Reporting Requirements ' 
In the 1966 Second Report, in which it asserted juris- 
diction over all CATV systems, the FCC required the filing of a 
single report by each CATV system providing information about the 
system's operations. The FCC s 1968 Notice of Proposed Rulemaking 
proposed that CATV systems file annual reports. More recently, in 
early 1970, the FCC proposed a form of annual report for CATV sys- 
tems which requires subrni.«. i o,. of t|,e following information. 

1. System data, ^^ommunity served; its population and 
location; the date of commencement of CATV- service; channel capacity 
of CATV system; number of subscribers (classified into four groups-- 
residences. -apartments, commercial customers , such as hotels , and 
institutional customers, such as schools and hospitals) ; number of 
homes and apartment units adjacent to cable; number of drops; number 
of miles of cable; location of headend antenna; copy of franchise. 

2. S ervice data . Subscriber fees (installation, monthly, 
other) ; stations carried (their location, ^their broadcast channel , 
their channel on the CATV system, their mode of reception by the CATV 
system-off-the-air, microwave); CATV channels used for automated 

services, giving number of channels and hours per week (time and 
weather, news ticker, stock ticker, other) ; CATV channels used for 
Pther services (burglar alarm, fire alarm, .police surveillance, - 
facsimile reproduction ,^ a^^^^^ 

used for^^n^^^ . , 

CATV- channels n^^^^^^^^^^^ impor- 
. tati^ 

/ °? smailer^^^^^ 
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3. Ownership information . Nature o£ owning enterprise; 
idetitity of individual owner or members of partnership ; as to corpor- 
ate owners --capitalization, officers, directors, stockholders with 
more than a 1% interest, and similar information as to all controlled 
or controlling corporations (with ownership of 25% share of the 
corporation's voting stock as the criterion); identification of family 
relationships among enumerated principals; identification of any 
ownership interests held in a fiduciary capacity; identification of 
cross-ownership interests between CATV principals and AM, FM or 
television stations, other CATV systems , daily newspapers , other pub- 
lishing enterf)rises, communications common carriers, entertainment 
enterprises, and banking and financial institutions; felony convictions 
of any of the principals; alien status of any of the principals, 

4. Information on non- automated programming . Number of 
channels and hours per week of programming from diverse sources-- 
local live (including any program, 51% or more contributed by station, 
even if shown on delayed basis) , film, video tape , CATV network or 
interconnection, other; percentages of programs by different types 
(all as defined in some detail) --News , Sports , Public Affairs , R^li- 
pious. Instructional, Entertainment, Public Service, Children, Other; ^ 
public service announcements (number during three designated portions 
of the day) ; equipment employed in origin^^^ (by make, model ^nd 
year where applicable) --black and white cameras, color cameras, audio 
equipment , film projectors and film chains , vi^eo tape recorder, 
lighting, monitoring and test equipment , control console, modulator 

to convert audio and video signals to proper channel frequencies, 
mobiie van for transporting equipment ,st^^ 
sions), other equipmentV 



^' Informatio n on advertising support . As to both auto- 
v_ wated and non-automated programming- -percentage of program time 
sponsored; minutes of commercial advertising per hour of program 
origination; percentage of advertising drawn from different sourcer, 
(local, nearby communities, regional, national, other); advertising 
rates . 

Informati on on programming by othe rs. Number of chan- 
nels leased to others; identity of channel lessees; duration of 
leases; compensation for leases, if any; principal types of programs 
carried by lessees; extent of supervision over programs of lessees; 
policy of CATV system and charges for use of channels on a short-term 
basis . 

7. Financial data. Subscriber revenues (for installation, 
subscription, maintenance, other) ; non-subscriber revenues (from 
advertising, sale of time or lease of facilities) ; other operating 
revenues; total operating revenues; servic'4 expense (divided into six 
subheadings); program expense (divided into five subheadings); sell- 
ing and general and administrative expense (divided into five sub- 
headings); depreciation (specifying class of property, original cost, 
depreciation reserve, property life , depreciation method) ; total 
operating expenses; operating income or loss; assets (investments, 
net tangible property , construction work in progress , other) ; li- 
abilities (no details) ; net worth; number of employees (full time 
anf part time) ; revenues related to leasing* 
of channels, commercial advertising, aUo(:able 
> fees, other , fees or revenues); ojperating expenses related to program 

O ^: ■ ^^^^^^^^^"^^^^ to program 
■ ;;.:'originatloiis ."^ 



It is proposed that the report be filed annually and 
also within 39 days after certain events (such as changes in owner- 
ship). A separate report must be filed for each CATV system; and 
each community is considered to be a separate system even though 
served by a single headend antenna under unified ownership. 
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K, Federal-State-Local Relations 



In its 1968 .Notice of Proposed Rulemaking, the FCC ' 

observed: 

"Cable television service has tended to develop oa a 
noncompetitive, monopolistic basis in the areas servedo The normal 
protection afforded consumers by providing a choice between alterna- 
tive suppliers has not, inmost instances, been available to the 
cable television subscriber. This consideration involves such matter 
as quality of service and repair, the reasonableness of the rates 
charged, technical standards., .and so forth'. Such protection has 
' ■ , traditionally been provided the public by some form of government 
regulation of. monopoly services. We do not now urge the application 
of / our jurisdiction to the licensing of CATV systems by tJie V.CCo 
We do, however, believe that local, state and federal governmental 
agencies must face up to providing some means of consumer protection 
in this area. While we recognize that other problems are involved 
(such as rates to the public and; regulation of any common carrier 
y activities of CATV operators ,it follows that local entities, 
either at the State or municipal level depending on State law, should 
among other things- -be concerned with various licensing considera- 
tions pertinent to the public interest judgment to be made by tlie 
-local authority (e.g., the legale technical, financial and character 
ou^il rfi cations of the franchise applicant ; the area to be served; 
the showing as to plans or arrangGmcnts for pole line attachments 
with a public utility or arrangements with a common carrier or other • 
appropriate feasibility plans; the provision of channels for . public 
or municipal use) . Such regulation, while called for in the case 
of present CATV. operations , would be particularly appropriate in 
light of CATV operations with originations o Indeed, a question is 
presented whether these are matterL- as to which we should strongly 
urge local consideration or should make their consideration and dis- 
position by local authorities , where appropriate under local law, 
a condition for the carriage of broadcast signalSo Finally, in those 
relatively few instances where there need be no local franchise con- 
sideration, we request comments on whether Federal consideration is 
not then appropriate o. o*' 

The 1968 Notice also^^ p 

"What should be the division of regulatory functions 
between federal and stat^ or local authorities with respect to the 
local communications system or^^^s^^ 
tie^i terms and conditions-;\of 

services, services and charges, to tiie pn]/! i c , licensing etc?!* v 

" "Which aspects of* the local system or systems would re- ; 
quire uniforftuty and .centralized regulation or would be important to 
the. effectuation of national communications policies, xdiich aspects 
w pu Id be prima r i 1 y cf local concern and appropriately subject to 
state or local regulation, and which aspects might better bev left 
■unregulated? - 



In the same proceeding, in connection with its ])i^^j)(>:;ai 

for local origination, the FGC commented: 

"While we are >:onditio^i carriage of broad- 

cast signals on a requiremeri perate to a significant ex- 

tent as a local outlet by oti^ ^ ^ ^ this obligation might be get 
in a variety of ways and would^ l^^^^ an appropriate area for additional 
requirements by the locality> Although we think commendable the 
suggestion that miinicipalities reserve some channel capacity for 
their own use without charge , a requirement of this nature is appro - 
priately the function of local or state f ranchis ing a.uthorities o " 

In the First Repott and Order, which adopted the local 
origination pr,oposaLl, this po^ The ovigination 

required by the FGG was stated to be a miniinum requiremen states 
and localities might impose additional obligations for origination> 
See p. 73, su p^ ji^ However » states and localities could not impose 
restraints on originations which the FCG had found to be in the 
public interest, 

111 subsequent prbceedings^,^^ proposed rules con- 

cerned with areas which initially it had left to local supervision. 
Thus, extensive technical startdards have been proposed. See ppc 90-93 
sunrav Arid in the Second Further Notice of Proposed Rulemaking, the 
FCC advanced proposals in the very area, it previously had indicated 
was appropriaite for local r e gu 1 at i on - - i , e o , the nature and extent of 
affirmative bbligations on pATV systems in addi- 

tion to those required for compliance with FGC rules C^l^arinels for 
carriage of local slghals and bhe channel for local orlgi^iat 
See Pi) . 81 - 62 , siupra . Finally , in July 19 7 0 , con temporarieously with 
tKe^ la^ 

Ruleiaaktng tohcerhed wi th Federi^^^ the 
CATV field. 



The FCC obsexved that: "With respect to choice of the 

CATV operator on the basis o£ his character and the nature of his 

proposal, areas to be served, and services and charges to the public, 

local authority has been the sole regulating entity," It indicated 

its tentative view that local authority to act in these areas rested 

on the FCC's policy determination to decline to act, rather on ffny 

lack of legal authority in the FCCo The FCC then outlined three main 

approaches to the Federal -local relationship: 

"(i) Federal licensing of all CATV systems on the (basis 
of various provisions of the Communications Act.) Obviously, for 
this approach to be effective .considerable resources would have to 
be made available to this agencyo 

"(ii) Federal regulations, enforced by (cease and de- 
sist) proceedings .. .This is in effect the approach which we have been 
following. It is effective in many areas , but clearly has limitations. 

"(iii) Federal regulations of some aspects, with local 
regulation of others , under federal prescription of standards for 
local regulators . This approach recognizes that although practical 
considerations argue in favor of leaving important aspects of cable 
regulation to State and local government , cable is nonetheless an 
integral part of the inter- State movement of electronic communica-r ,4^^. 
tions. . .In these circumstances , it is appropriate for this agency to 
establish uniform or minimum standards to which local actions must 
conform. For example, the Commission is promoting cable origination. 
Clearly , the cable opera^^ 
serving ec[uitably ; the areas in^h 

quirement of this agency will be undermined to a great degree . It 
follows , as we stated in . 0 0 the December 13th No ti ce , that the local 
entity should focus on these matters (e.g. , this legal , technical , 
financial and character qualificatiohs of the franchise applicant; 
the area ;to be served;^ t or arrangements for 

pole line attachments with a public utility or arrangements with a 
common carrier or other appropriate feasibility plans ; the reason- 
ableness of the rates to be charged ; the quality of service aiid re- 
pair in specific areas , etc, )o Under this approach, these matters 
would remain- with the local entityv but it^^ w to this 

agency , prior to our - authorizing the use of broadcast signals^^^^^^ the 
base of CATV operation, that it had considered them . Further, there 
cduld be specif icat ions by this agency of a program of continuing 
regulation by the local entity^^^^o as rates , repa.ir ser- 

vices , expansion timetables." 

■ The FCC express its preffsrence for the third approach 

and requested comment on what standards should be adopted as applicable 
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to local regulation. It also noted the problem of "preventing 'over- 
building', i.e., duplicative construction of CATV systems in circum- 
stances where it does not serve the public interest." Finally, the 
FCC observed that its program in the Second Further Notice of Proposed 
Rulemaking for support ir ETV--by requiring CATV contributions of 
5% of gross revenue? toi i>.s purpose- -could be frustrated if CATV 
systems were overbiirdenea with local franchise fees. It therefore 
proposed to fix 2% of the CATV's gross revenues as the maximum local ": 
franchise fee, subject to possible grandfathering of existing arrange- 
ments outside the"core city of the 100 largest markets =" As to the 
latter markets, the FCC felt that the cities would not be deprived 
of revenues, since, if its proposal resulted in the growth of CATV, 
the cities could derive more revenues through 2% of a large CATV 
gross than through a larger percentage of a small gross o 

The FCC made clear that its proposals were concerned 
solely with video services and did not encompass use of CATV for other 
communications services o 

The General Counsel of the National Association of 
Regulatory Utilities Commissioners recently has filed comments in the 
proceeding, opposing the extension of FCC jurisdiction to the regu- 
lation of CATV franchising, rate regulation, and supervision of CATV 
services . The NARUC General Counsel maintains that there should be 
a line of demarcation between matters such as these, which are of 
local concern and subject to state and local regulation, and matters 
of federal concern, such as program carriage- -analagous to the dis- 
tinction made between the authority of federal and state agencies 
in the case o£ telephone companies 0 



In support of his view, the NARUC General Counsel con- 
tends that: "Knowledge concerning the legal, technical, financial 
and character qualifications of the franchise applicant is uniquely 
vithin the province of State and local authorities o " Moreover: 
"Service standards and rate structures necessarily must vary from 
State to State and even within a single State," and the FCC "does 
not have the funds , or the personnel , . , . to regulate the local aspects 
of CATV ral Counsel 's objection extends to the prescrip- 

tion of Federal guidelines for regulation of local matters , but no 
specific comment is directed to the proposed FCC limitation on local 
franchise fees, ' 

The. NAUUC General Counsel also contends that the FCC 
••^oes not possess the requisite jurisdictibn under the Act to fur- 
ther intrude into the regulation of the local aspects of CATV oper- 
ations The authorities cited in support of this assertion arc 
not very persuasives They consist mainly of : (1) FCC statements 
indicating an unwillingness to act on local CATV matters, and en- 
^couftging state anar local regulation| and) C2) several court decisions 
upholding stat^ and local regulation in i'heabsenc contrary FCC 
regulation. Neither go to the FCC s power to regulate such lockl 
aspects of CATV operations as fra,nchises, rates and service. 

The leading case ( U.S, v. Southwestern Cable ) > in up- 
holding the general power of the FCC to regulate CATV systems, said: 

. ^ "Nor can we doubt that CATV systems are enpaeed in 

interstate commerce even where, as here, the intercepted' signals 
emanate from stations located within the same State in which the 
CA.TV system operates," ' 

The Court then reviewed the relation of CATV operations to television 
broadcasting in terms similar to the FCC's reasoning in the 1966 



report, and' , without commenting on the validity of the specific 
regulations adopted, stated: 

The FCC's authority "is restricted to that reasonably 
aiu'.illary to the effective performance of the Commission's various 
responsibilxties for the regulation of television broadcasting," 

It is this language, and the practical considerations 
noted earlier in the General Counsel's brief, which provide the best 
basis for resisting f©di&ral regulation of specific aspects of CATV 
operatioRSo To the extent that it can be persuasively argued: (1) 
that a particular phase of CATV regulation is not "reasonably an- 
cillary" to effective broadcast regulation, or (2) that the practi- 
calities of tke situation are such that the local concern far sur- 
passes any minor broadcasting interest perhaps a legal case can be 
mounted. But the same considerations also are pertinent to making 
a presentation to the FCC on policy grounds , and this is the approach 
that will be followed hereafter. In short, without conceding that 
the FCC has plenary authority , an effort will be made to indicate 
those areas where state or local regulation should prevail (or should 
coexist with federal regulation) , with a view to achieving FCC con- 
currence « In the event of an impasse; litigation may be required. 
I V . S t a t e Regu 1 at ion of C abl e T e 1 e v i s i on 
While there has been some variation from state to state 
in the application of state regulatory measures to cable television, 
there also has been a degree of consistencyo? . 

A. The General Approach of State Public 
Service Commissions ' 

In the absence of special legislation, the states have 

been virtually unanimous in concluding that CATV systems are not 

public utilities subject to regulation by the state's public service 



commission. The New York Public Service Commission has taken this 
position. The only recent contrary ruling is in Hawaii. Special 
statutes have been enacted subjecting cable systems to varying de-^ 
grees o£ public service commission control in Connecticut, Nevada, 
Rhode Island, Vermont and Hawaii, 

Similarly, most state commissions have disclaimed au- 
thority to regulate the leasing of pole space by telephone companies 
and electric utilities to CATV systems. Again, the New York Public 
Service Commission has taken this position. There are rulings in 
a few states , relying on special statutory provisions , which hold 
that telephone companies are under a duty not to discriminate in 
pole leasing arrangements. 

Finally, virtually all state commissions have approved 
tariffs by telephone companies offering to provide transmission ser- 
vice for CATV systems (connecting the system's headend antenna and 
its ••drops" to subscribers) .New York, li most other commissions 
(Florida is an exception) , has held that such a service by a tele- 
phone company i s a publ ic u tili ty of f ering sub jec t to t ar i f f . At 
the saiae time , mos t commiss ions CNi^^^^^^ decl ined 

to require that telephone companies det 
terns they serve have n^cessary^^^^^ 

service. And several state commissions have refused to disapprove 
a tariff of f ering hecaiise the CATV siy^s tern making use of the tele- 
phone facilities would compete With anot^ 

■.area , y-i- \ ■: '::\:.:^.:-\S]^::r:;]:::^ -^ , v;;;, I- 

CATV channel service provided by telephone companies (see pp. 69-72, 
supra ) , the validity of these state tariffs is open to serious 



questionc The relay of broadcast signals is clearly an interstate 
service subject to the telephone company's FCC tariff; but the state 
tariffs may continue to be operative as regards locally originated 
programming a 

In view of the recency of the special statutes appli-^ 
cable to CATV, there is very little experience with state cprnmission 
regulation of cable television o There are two court cases which 
sustain state commission regulation in the face of arguments based 
on federal preemption ; and one of these v^as affirmed summarily by 
the United States Supreme Court o But both cases involved the certi- 
fication of new CATV operators, to the exclusion of disappointed 
applicants , and the rationale of both cases was that the states re- 
mained free to regulate this aspect of CATV operations in the absence 
of any FCC regulation of the matter <, It appeared to be conceded . 
that, to the extent the FCC acted, state regulation would be pre- 

■empted. ^- 

Bo Special State Regulatory Provisions 
State regulatory measures renacte^d^^^^^ 
:braef Iy-V;summarl2ed;.^;..- 

0 1 o Connecticut In 1963 and 1965, Connecticut amended 

its public service law to classify community antenna televis^^ 
panies using public thoroughfares as ''public service compariiesV and 
placed them under the jurisdiction of the Public Utili 
This subjected CATV systems to most of the usual regulatory require- 
ments -appli^^ public utilities , including adequacy and s af ety 
of ; f acilitie^^^^ requirement of seryice^ t^^ 

la t ion ; supervision of accounts and requirement of reports ; securities 
regulation ; and regulatory control of mergers, sales of utility 



property, and dissolution of utility companies. These statutory 
. provisions are the ones applicable to public service companies 
generally o 

. , , ' . 

The only provisions specifically applicable to CATV 
are those dealing with the provision of new service. A certificate 
of public convenience and neces'^i ty ii, , oq red from the Connecticut 
Commission before a CATV system may be constructed or operated in 
the State, The certificate carries with it the right tc occupy pub- 
lic highways; is nqt tr^sferaKle without the consent of the 
■ Connecticut Commission; and is -subj ect to amendment, revocation or 
suspension by the Commission for "due cause shown" ( including rSvo- 
calaioa for non-exexcise within two years of lssue)_„ At the time of 
issue, or from time to time thereafter, the Commission may specify 
"su!ch terms and condiicion^ as the puhlic interest may require." The 
OT.ly standard stated ifor certifi^tion is that the Commission "shall 
take into consideration tfe pub l:dlc need for the proposed service, 
the mii t^billty of tli^ uj^i icant Cor appli cant • s corporate manage - ' 
n»ent3„ the financial iresgmisibiiisty of the applicant and the ability 
of the applicant to perficra efficxent the service for which au- 
thoT~ia:y . is requested." The statute also authorizes other, public 
5 eirvSce companies t^^ 

only to those which have rates filed 

with tiie l^ramiss ion. • 

2. Nevada o me Nevada legislation of 1967 is similcir 
to that <x£ Connecticut ir subjecting CATV systems to the usual regu- 
latory comtrols; but its provisions ai® directed more specifically 
at CATV sy s terns. Th e purpiEsffi^ of the legi slation is s tated to b e to r 
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"(a) Provide fair regulation of CATV companies in the 
interest of the public, to promote adequate, economical and efficient 
CATV system service to citizens and residents of this state; 

"(b) Provide just and Reasonable rates and charges for 
CATV system services without unjust discrimination, undue preferences 
OT advantages, or unfair or destructive competitive practices; 

"(c) Encourage and promote harmony between CATV com- 
panies and their subscribers; 

" (d) Cooperate with other states and with the Federal 
Government in promoting and_-coordinating efforts to regulate effec- 
tively CATV companies in the public interest; and 

"(e) Vest authority in the (Nevada Public Service Com- 
mission) to reguaate CATV companies and their, r^ , services and 
operations, in the manner and in accordance with the policies set , 
forth in this chapter c" ' 

CATV companies are defined as those operating over pub- 
lic thorougihf ares , but exclusive of (i) regulated telephone , tele - 
graph or electric utilities leasing wires or cables to CATV systems; 
(:ii) telephone or telegraph companies providing channel service to 
C^V systems pursuant to published tariffs ; (iii) CATV systems serving 
fewer than 50 subscribers ; and (iv) CATV systems serving only the 
residents of one or more apartment dwellings under common bwnier ship 
or control (and related commercial establishments) o 

, Certification IS required to construct , operate or 

tend a CATV system, and the standard stated is the same as in the 
Connecticut legislation : ^'the commission shall take iht^ 
ation, among; other things , the public needi^^^^^f 
the suitability of the applicant;; the firiancia^^^^^^^^ 
the applicant , and the vability of th 
ently the service for which authority is request e^^^ 

The commission also has authority: ,'■ , 

(I) To order a CATV system to "construct and 
seasonable extension of its existing CATV system within the certifi- 
cated territory" ; ' ^ 



"^f^ order a CATV sy "em to "make any reasonable re- 
pair or improvement of or in addition to such system;" 

(3) To visit the premises and examine the records and 
facilities of CATV systems; 

(4) To revoke, suspend or alter any certificate of a 
CATV system for willful violation of the Act or regulations or orders 
of the Commission thereunder. 

(5) To supervise and regulate CATV systems generally, 
including their ''property, easements, property rights, equipment, 
facilities, contracts, certificates, and franchises so far as may be 
necessary to carry out the purposes of the (Act,) and to do all 
things whether specif ically designated in the legislation or in addi- 
tion thereto, which are necessary or convenient in the exercise of 
such power and jurisdictiono" 

(6) To approve or disapprove leases or rental of facili- 
ties to CATV systems or arrangements to provide channel .service . 

.(7) To approve or disapprove mergers of CATV systems 
with "another organization in this state." 

The duties of CATV companies are defined in these 

'terms: 

"1. Every CATV companyo.oshall provide safe and adequate 
service, equipment and facilities for the operation of its CATV sys- 
tem. 

"2. No CATV company may demand or receive a greater, 
less or different compensation for providing CATV service than the 
rates and charges specified in the tariff in effect at the time. 

"3. All rates, charges and classifications for the ser- 
vice rendered by a CATV company shall be just and reasonable. 

"4o No CATV company may make any unjust or unreasonable 
discrimination in rates /charges^ classifications, practices / regu- 
lations, facilities or services for or in connection wrth like service 
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directly or indirectly, by any means or device, or make or give any 
undue or unreasonable preference or advantage to any particular per- 
son, class of persons, or iocality or subject any particular person, 
class of persons , or locality to any undue or unreasonable prejudice 
or disadvantage o 

"5c Every CATV company « c o shall obey and comply with the 
rules, regulations and orders adopted by the commission under pro- 
visions of this chapterc'V 

The Nevada statute,, however, also defines community 
antenna systems as "public utilities" and, as a consequence, subjects 
them to statutory provisions governing public utilities generally » 
Some of these dupliea^te the CATV provisions; some of them supplement 
the CATV provisions; and some of them coyer entirely new matter. 
Thus , a system with over 25 subscribers and $15 ,000 annual revenues 
is seemingly subjected to all of the usual utility regulatory con- 
trols: requirement of reasonably adequate service; specification 
of service standards; commission power to order repairs and installa- 
tion of Gcfcty devices; requirement cf rcarcnablc charge and the 
filing of tariffs; requiremeht of maihtaining uniform systems of ac- 
counts and furnishing reports to the commission; requirement of cer- 
tification, wit hp owrer in the commis si on in: re spec t of tr an s f er s or 
suspensions of certlficates;^^^p^^ 

modification or restriction of service without commission approval ; 
and regulation of securities issues » Although the specif ic CATV 
provisions make cross-reference to'the more general public utility 
provisions, it is not clear how the two .sets of provisions relate to 
one another where there is a conflict or inconsistency o Among other 
things, the ge neural public utility provisions do not apply to firms 
eaxniaig annual revenues of less than $15,000, which, . at current sub- 
scrH>»r rates, would exclude systems larger than those which are ex- 
emptea from the specific CATV piovisions. . 
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3, Rhode Island, In 1969, the Rhode Island Division 
of _Public Utilities was given jurisdiction over CATV systems opera- 
ting in the State (excluding telephone, telegraph or electric public 
utilities) , but the nature of the jurisdiction was stated in general 
terms. CATV systems were declared to be "communications carriers" 
and subject to "such reasonable rules and regulations as the division 
may prescribe with reference to the erection and maintenance of 
(CATV facilities in public thoroughfares) in order to safeguard the 
safety of the public and to preserve the environment and scenic 
assets of the state e" Moreover, the Division 

. • . . "/Shall supervise and regulate every CATV company oper- 
ating within this state so far as may be necessary to prevent such 
operation from having detrimental consequences to the public inter- 
est, and for this purpose may promulgate and enforce such reason- 
able, rules and regulations as it may deem necessary with reference 
J? >^.^?;V*"^® ?f ?®^if^i^^ies, territory of operation, ^^a^ 
of facilities, elimination of unjust discrimination among subscribers 
financial responsibility and insurance covering personal injury and 
property damage, safety of equipment and operation and filing of 
reports . ^ No certificates shall be issued or remain val id unless 
the applicant has filed with the division and revised to keep cur- 
rent a s chedule of rates and charges f or 1 1 s s ervi ces ; Such rat es 
and charges shall be reasonably compensatory so as not to encourage 

unfair or. destructiye competitive practices and shall applied with- 
out discrimination." ; 

^ . certi- 
fication of pperations and placement of poles and cables o 

^^^^^ ^ P operate a CATV 

system and is to be issued if ''^ 

and is fit , willing, technically qualified and financially able 
properly to perform the service proposed and to conform to the re- 
quirements , orders , rules and' regulations of the divis ion, and (if) 
the proposed operation will be consistent with the public interest." 

^Ao^ ^ ^ppi^^y^i ^^^^^ 



certificate is to "specify the service to be rendered, the routes of 
aerial and underground feeder and distribution cables, the area of 
operation, and any plans , contracts or arrangements for pole line 
Attachments with a public utility or arrangements with a common car- 
rier, and other appropriate feasibility planSc'* The Division may 
revoke, suspend or alter a certificate for wilful violation of the 
Act or Division regulations or orders thereunder, "or for failure to 
commence operations within a reasonable time, or for other reasonable 
cause* If a holder of a certificate after commencing operations shall 
fail for a continuous period of sixty (60) days to render proper ser- 
vice without good reason therefor, the administrator (of the divi- 
sion) shall revoke such certif icateoooo (T)he (division) may revoke 
or refuse to renew the license of any CATV company whose programs 
originating within this state are off ensive to commonly accepted 
standards of morality and decency of the community o" 

As to the placeiment of poles arid statute 
requires municipal consent prior to any cons pub- 
lic thoroughfares o ''All sue fixtures and facilities shall 
be so placed or constructed as not unreasbriably to inconvenience 
travel on the highway or vise therebf by pub 1 ic uti lit ies or other 
persons or companies having 

_^jlo Vermont , In 1969, the Vermont Public Service Board 
was given " general supervision'' over CATV companies , except nonpiro - 
fit OTgarti zations o The only specif ic^^^^p^^ ions pertairied to certi - 
^ icitibn i aLbaridbrimerit arid f bes o 

A ''certificate of pu^ 
a CATV system. And the system also is required to hold a license 
''issued annually under rules and regulations prescribed by the board." 



No standards are specified, but applicants are reqi^ired to furnish 
data on the "o«ners or incorporators of the company, a description 
of the territory proposed to be served, a statement as to the pro- 
posed financing for the company, and such other information as the 
board by rule requires," 

Prior approval of the board is required before a CATV ■ 
company may abandon or curtail any service. 

A schedule of annual license fees is prescribed which 
is related to the gross operating revenues of the CATV system for 
the preceding year . The procee^^ are paid into a fund to support 
the Board* s engineering and accounting staff . 

However, the newly enacted CATV provis 
that CATV companies •'shall have the privileges provided in and be 
subject to the provisions of Ghapters 1 through 7 of this titlew" : 
The described chapters encompass most of the usual public utility 
regulatory provisions , some o£ which overlap areas covered by the 
specific CATV provisions: incbrpbrati 

tions and commencement of service; control over adequac^^ 
^^and equipment; sup^r^^^^ 

discrimination; regulation of h 
utility property and 

systems of accounts and reports to the bo^rdi^ 
right Of eminent domain upon the systems 
extent these other provisions can be 
systems, but there is no ai)pa^^^^^^ 



visions 



5. Havaii. The most recently enacted legislation pertaining 
to CATV regulation .at the state level' i, that of Hawaii. ' In 1970, the 
legislature vested in the Director of' "egulatnry \gencies "power and 
jurisdiction to supervise and regulate every cAW system operating with- 
in this.State so far as may be necessary to carry out the purposes of 
this chapter. " The principal authority vested in the nirector is to 
issue nonexclusive "CATV permits", which'authorize CATV systems to ' 
use public rights of way. Exempted from the coverage of the act are= 
(a) regulated telephone companies or other utilities leasing facilities 
or providing channel service to CATV companies, (b) CATV companies not 
using public rights of way, (c) non-profit CATV systems serving less 
than 100 subscribers, or (d) CATV systems using a master antenna and 
an internal distribution syctcm to serve the residents of one oi- r«ore 
apartment houses or hotels under common ownership (and businesses on 
the fxemiBes) • 

Except for systems: presently operating and entitled to "grand- 
father rights" as defined by the statute, no CATV service may be initi- 
ated or extended without obtaining a CATV permit. The application for 
the permit shall set forth "such facts as the director may prescribe.' as 
to the citizenship, character, and financial, technical and other qua-li- 
fications of the person seeking to operate the, CATV system, and complete 
information as to the principals and ultimate beneficial' owners (in- 
cluding noninal and beneficial. owners of more than 10% of a corporate 
applicant's stock) .and such other information as the director deems 
appropriate and proper. " Also, each "applicant shall make full dis- 
closure as to the true ownership of the facilities to be employed in 



rendering service, as to the source of funds for the purchase, lease, 
rental, and installation of such facilities .... , and as to his ability 
to extend service at a reasonable cost to the potential subscribers in 
the proposed service area. Each application shall set forth the rates 
to be charged, the services to be offered, the facilities to be 
employed, the general routes of the wires, cables, conduits, or other 
devices used in the redistribution of signals, the service area or 
areas, the commencement and completion dates of construction of the 
CATV system, and the proposed date service will be available to the 
areas named. " 

The applicant must agree in advance to avoid all unnecessary 
damage to trees, structures and improvements along its route ; to indem- 
nify the State and county for any liabilities they may incur as a 
result o£ installation of the system; to provide a cable drop, at 
reduced rates or at no cost, to any school adjacent to the cable; to 
remove its facilities upon expiration or termination of the permit; 
to submit a performance bond, prior to commencement of construction, 
no less than 50% of the cost of construction, to assure "satisfactory 
completion of installation of the CATV system in accordance with the 
schedule of installation proposed in the application,'.' 

The CATV permit, if issued,authori2es use of public highways 
for twenty years, and is renewable for terms of ten to twenty years 
each. Such use is subject to State laws and regulations pertaining 
to use o£ the highways and the construction of utility facilities. 
The Director has discretion to issue part of the authority sought. 



and to impose "such terms, limitations, and conditions which he deems 
the public interest may requircc" The permit is non-exclusive, and 
is to include a description of the area to be served and the approxi- 
mate date on which service is to commi^nce. 

In deciding whether to issue a permit , the Dir^tor "shall 
take into consideration, among other things , the public need for the 
proposed service or acquisition, the ability of the applicant to offe^r 
service at reasonable cost to the subscribers, the suitability of th,fe 
applicant, the financial responsibility of the applicant, the al^ilit^l 
of , the applicant to perform efficiently the. service for which authc.i-ity 
is requested, and any objections arising from the public hearing, ffhe 
CATV advisory committee, or elsewherec " (The statute establishes a 
five-member CATV advisory committee to advise the Director in the/ 
execution of his duties with respect to CATV systems.) "In determining 

to be serviced by the CATV company, the directcfr shall 
the geography and topography of the proposed sirvice 
area, and both the present operations and the planned and potential 
expansion of the applicants* and other CATV companies." 

As to rates, in addition to the preceding references , the 
statute provides: 

u J , "P? director shall require each CATV company to submit a 
schedule of its rates and all terms and conditions of service in such 
form and on such notice as the director may prescribe. The duty of 
the director shall be to maintain surveillance over such filed rates 
and terms and conditions of service to insure that the rates and terms 
and conditions of service are fair both to the public and to the CATV 
company, taking into^account the geographic, topographic, and economic 
characteristics of^ the service area and the economics of providing 
CATV service to subscribers in the service area. pru xumg 

. "Any disagreement between the director and a CATV company 
pver Its filed schedule or rates shall be resolved by the director 
after a hearing has been held, " / 



the area which is 
take into account 
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The Director may promulgate "such rules and regulations as 
are necessary to carry out this chapter, including rules and regu- 
lations establishing criteria which: 

"(1) Categorize CATV companies according to their method 
rfcoperation or any otker appropriate criteria; 

"(2) Identify general requirements for the designation of 
service areas; and 

"(3) Govern the quality of the signal required to be trans- 
mitted by the CATV Systran." 

The Director also has power to approve or disapprove pro- 
visions of contracts between CATV compjaaies and public utilities 
concerning use of the latter's property (except where the matter is 
regulated by the FCC or the state public utilities commission) ; to 
inspect and examine records and facilities of CATV companies, with 
power to compel attendance of witnesses and production of records; 
and to cancel CATV permits on a number of grounds- -including 'repeated 
failure to maintain signal quality under standards prescribed by the 
Director; inability to provide CATV service at reasonable cost; and 
violation of the Statute, the Director's regulations or the CATV 
company's permit, 

CATV permits may be transferred only with the consent of 
/the pirectorv CATV companies are required to file annual reports . 

It should be noted that, prior to the enactment of this 
statute, the Attorney General of Hawaii ruled that^^ C were 
public utilities w^i^^ existing public utility 



statute. Howe?rer.j tcSlfere was no provision under that statute, or 
under municipal- ^-egisEatioiEs, whic& requir^^^ system to obtain a 

franchise or lirsssmse^ ]be£c5rsa commencing operations. 

6 . Mo^ifeii. s?gatut%g prepared under the auspices odE the 
National Associatiitpy . of Ri^silatory Utility Commits i oners . In 1966, 
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the NARUC General Counsel > pursuant to a resolution of the 1965 
NARUC Annual Convention, prepared a '*Model tate Community Antenna 
Television System Acto" The Act has many siEStlarities to the Nevada 
legislation previously described ( ioeo , the specific CATV provisions), 
and is set forth as Appendix Bo The Model Act provides for certi- 
fication of new CATV systems; regulatory approval of the transfer of 
CATV certificates; revocation of certificates for wilful violations; 
regulation of rates; control over abandonments, adequacy of service, 
and discrimination; requirements as to financial responsibility, in- 
surance, uniform systems of accounts, records , reports , and safety 
of operations and equipment ; regulatory authority to compel extensions 
and repairs, to grant the right of eminent domain and to control the 
placement of poles and cables; regulatory control over leasing of 
channels by CATV systems from telephone companies; regulation of 
securities issues and mergers; regulatory authority to compel joint 
use of utility pQles by CATV systems ; and an optional provision on 
control of municipal franchises. 

In 1970, an Ad Hoc Committee on CATV Regulation proposed 
to the NARUC Executive Committee an alternative statute: the "Model 
State CATV Regulatory Surveillance Act," The latter act was con- 
sideredl "less objectionable by the CATV industry." The principal 
difference between the Model Surveillance Act and the earlier Model 
Act is that in the subsequent proposal CATV systems are declared not 
to be public utilities; regulation of rate;;" is precluded; and no 
provision is made for eminent domain or a uniform system of accounts* 
Provisions as to certification, transfer and revocation of certifi- 
cates are retained, as are provisions pertaining to adequacy of ser- 
vice, abandonments , discrimination, records and reportsv safety of 



operations and equipment , financial responsibility and insurance, 
compulsory improvements or additions, and joint use o£ other utility 
poles. A provision is added limiting the amount of municipal f ees o 
A copy of the Model Surveillance Act is attached as Appendix Go 

7. The Kelly Bill o There have been a significant num~ 
ber of bills proposed in the New York legislature over the last 
several yearso It would be impossible to review all of themo They 
vary considerably in detail , but most resemble one or another of the 
regulatory measures previously discussedo The Kelly bill, Assembly 
6700-A in the last session, warrants detailed consideration on 
several grounds: (a) the approach taken is distinctive ; (b) there 
have been several extended hearings on the proposal; and (c) the 
proposal is backed by a significant research effort on the part of 
the Assembly Central Staff o 

In essence, the Kelly bill proposes 
the present system of municipal franchising, supervision of such 
franchising by a newly formed commission, and a series of restric- 
tions to be imposed upon the issuance of franchises and the activities 
of CATV operators c Only the highlights of the bill will be reported 
here. The complete text of the bill (including amendments) is repro- 
duced as Appendix Do 

The Kelly bill 

except those with less than 250 subscribers and those^^^ only 
the residents of one or more apartment dwellings under common owner- 
ship or control (including related commercial establishments) .The 
bill is specifically made applicable to CATV systems wh 
service exclusively through the facilities of a telephone company. 



a continuation of 



erIc 



- 119 - 



All cable systems would require a municipal franchise 
as a prerequisite to operation^ S.ch a franchise would confer the 
right to use public thoroughfares. But ihe franchise would have to 
be approved by a newly created State Commission on Cable Television. 
The seven members of the proposed Commission "shall be representative 
of the broad range of interests and disciplines related to tele- 
communications needs including so far as possible, the fields of 
broadcasting, educational television, cable television, communica- 
tion system regulation and communication electronics and at least 
two members shall represent consumer interests o'V The duties of the 
Commission are enumerated as follows. The Commission shall: 

and practices'o^^mSnicipal^ procedures 

in cable telJ^^^lr^sl^^""''^^^ ^° 

saff^tv ^.Kii^l guidelines for equipment, service and 

safety of cable television systems for use by municipalities; 

matters relati^g^trcaMl to municipalities in 

"ie) review and act upon applications for certify rnt*»c 
pro??§e3r "ith standards anS arLrelJaf t« 

K-r ^, ^ ''Cf) ^epresent the interests of the oeoDle of the statP 
^t'n^^ federal^communications commission and ?n?Srm municiplu- 
ties of developments at the federal level; mumcipaii 

c. + «+ J "(g) consult with the cable television industry othPt- 

In exerc:is^^^^^^^ 
approval ,, ••i;he coin!i^is 
th:ings:,xt^ 

financial!^ respbh^ib 



to perform efficiently the service for which authority is requested 
an& the substantial conformity of franchise provisions with standards 
set by the commissiono" The following are disqualified from holding 
CATV franchises after the effective date of the statute: "any com- 
pany engaged in the business of newspaper publication, public utili- 
ties, radio or television broadcasting or^ production of program 
neaterials for interstate distribution including movies , entertainment 
and sports o" 

There is a grandfather clause to protect existing oper- 
ations. But a certificate of approval is required in the event of 
amendment, extension or transfer of the franchisee Furthermore, any 
franchise not exercised by "substantial performance" within one year 
of the effective date of the Act would be invalidated, and a new 
franchise and certificate of approval would be required. 

Cable television systems would be required: 

(1) To furnish such reports to the Commission as it may 

require; 

(2) To pay to the Commission two percent of gross annu- 
al revenues (subject to specified minima); 

C3) To obtain Conimiss ion approval for any merger with 
"another organization;" 

; ( 

cable d-^stribution facilities or q 

C5> To refrain from engaging in^ the busi^n&ss of manu- 
facturing , selling , renting , ins tal Vhardware" 
re^lated^^^ t 

:r-€lquired-;-:f or \ex:isting; opera 



(6) To avoid unjust or unreasonable discriminations 
and undue and unreasonable preferences or advantages; 

(7) To refrain from entering into contracts vrith bL 
ing owners that would interfere with existing rights of a itenanl 
avail himself of master or individual antenna equipment; 

(8) To provide safe and adequate service, equipmeni 
and facilities "in accordance with the highest and best acceptec 
standards of the industry;** 

(9) To maintain and service its facilities, and to 
tain a local office available to subscribers; 

(10) To obtain the approval of the Commission prio: 
abandonment of all or part of its system or facilities; 

(11) To abide by the safety standards of the raunic 
pality within which it operates; 

(12) To abide by rate schedules "fi^^ed by Law or b; 
order of the commission or by agreement of any municipality and 
cal authority/* and not to collect any rate except in accordanc- 
with such schedule o 

The final requirement, added by an amendment, seem 
be at variance with the general tenor of the bill, which is to 
frain from subjecting CATV systems to full public utility regul 
Thus j among other things , the declaration of legirslative f indin 
and intent states that CATV "operations must be protected from 
restraint and regulat ion so as to assure the maximum penetratio 
cable television services to homes in this state as r^apidly as 
nora:ically feasible , that municipalities could benefit:: from valu 
educational and public services through cable television system 
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and that cable television is in a period o£ rapid growth and corpo- 
rate consolidation and many municipalities lack the resources to pro- 
tect subscriber and public interest in franchise negotiations o " 




V. Municipal Regulation of Cable Television 



Most local regulation of CATV systems has been undertaken 
pursuant to the franchises of municipal authorities, based on their 
power to control access to public streets and thoroughfares within 
their boundaries. Here there is much wider variation and much greater 
uncertainty. 

A . Municipal Franchises Generally 
In numerous cases, local franchises have been held to be 
invalid: sometimes because franchising procedures, prescribed by 
state statute, were not followed; sometimes because the CATV system 
(not being a public utility under state law) was not eligible for a 
franchise under the pertinent state statute; sometimes because the 
franchise, in imposing a variety of regulatory conditions, was held 
to exceed the authority of the municipality over its streets and 
invade the regulatory prerogatives of the state government under the 
police power; and in one recent case ( Wonderland Ventures ) it was 
held that-a franchise fee on the gross receipts of a CATV system was 
invalid as a tax on the revenues of interstate commerce . All but the 
last decision involve rulings on issues of state law, and on e^ch it 
is possible to find decisions to the contraryo Some states have 
statutes authorizing municipal franchising of CATV systems and, in 
some casefV, imposing limitations and procedures. 

B. Franchises in New York 
In New York State, the courts have held that CATV systems 
are eligible to receive franchises from municipalities for the use of 
their street^ i antf that the attachment of regulatory conditions does 
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not invalidate the franchise • But the courts also have held that, if 
the CATV system transmits its signals through the facilities of a duly 
franchised telephone company , rather than through its own lines, the 
CATV system need not obtain a franchise from the municipality in 
which it is operating. 

Franchises in New York State are required by law to be 
non-exclusive , and there are provisions requiring that the award of a 
franchise be preceded by notice and a public hearing. 

1* General franchise provisions . Municipal franchises 
vary greatly, but most contain ce^rtain common provisions. (The term 
'^franchise" is used in its broadest sense, to cover any license or 
permit to use public thoroughfares.) The following generalizations 
are based on an examination of 18 franchises , submitted as representa- 
tive by the New York Cable Television Association. 

a. Franchise term . Of the 18 franchises submitted only 
six--or one- third- -had definite terms running from the effective date 
of the franchise: Olean (10 years) ,Moreau (10 years), East Fishkill 
(10 years), Haverstraw (25 years) ^ Cicero (30 years) , and Penn Yan (30 
years) « Another five franchises had terms which were somewhat less 
definite but reasonably ascertainable : ISeddes (15 years from date first 
customer is provided service) , Oneida (init^^ of 10 years> f ollo^^ed 

by successive terms of 10 and 5 years at option of the company) , ^ 
Schenectady (two successive tenr)^ear terms ,. unl ess contrary notice is 
given by either party oiie y^^ end of f irs t term) , New Windsor 

( i n i tXa;i "^^^T"^ of 25 years ^ renewable by tpwn for an additional 25 years )^ 
Lake George Cinitial term of 10 years, renewable by compahy^^^^^f^^ 
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^ additional 10 years, with rates subject to renegotiation and possible 
arbitration at time of renewal) . 

The remaining seven franchises have terms described in 
language of varying degrees o£ vaguen^. and complexity. The Auburn 
franchise, with an initial term of i::s years , provides : 

by the Company^"aj55%hr?elaUonshiHM„i' fj"?"*" <=°">Pli«d with 
found to be iniiually idvlntloeous Company and City is 

piration of the time s« ?n this Ordinandi hrS^?^,?''!" " 
of the Ordinance uiider sJmilar lerns Snd c^.S?^?""i''''v*° ^ "newal 
between the parties at that tLe!""^ ^ " ^e. arrived at 

The Groton franchise, -with in' initial period of 10 years, 
provides that the "Grantee shall feye the first privilege of being ' 
granted an extension of this francS^e for a further term of five years 
...on such terms »s may be agreed^^ betweet the Village and the 
Grantee." The Pittsford franchis^^h an initial term of 20 years, ' 
provides that, upon notice fron^tjPfrantee.^^the municipality "will ' 
negotiate with the grantee fo^ a renewal or extension of this franchise. 
And the Jamestown franchise , (with a IS year initial term, has a similar 
provision that, "pon notice f km the g"rantee, "the parties CwillJ 
commence negotiations im-ediatelyHhe^reafter in good faith looking to a 
further extension (of the franchisi^upVn mutually acceptable terms. " 
It; is possible that these four reh^^j:la^^^^^^^ too vague to . 

effect extensions of the, franchises"!,^ 
the opposition of the municipalities involved. 

However, two franchises--for Gates and Greece- -are more 
specific. Both are for initial 20 year terms and both provide that if, 
after notice and negotiations, the parties are unable to agree upon a ' 
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renewal, an arbitration panel "shall be duly empowered to arbitrate 
the respective differences of the parties." 

, ■ . . "While this panel shall not be considered an adjudicatory 
DQdy, It shall operate under the rules of evidence and shall submit a 
formal report of its findings to the grantee and grantor. ..Renewal 
of the Ordinance shall be for a period of twenty (20) years in the same 
form as the instant Ordinance;" 

The Corning franchise is wholly iridefinite as to duration . 
b. Franchise exclusivity ; Only about half of the 
franchises examined (10) expressly provide that they are non-exclusive. 
None purports to be totally exclusive. However, one franchise (New 
Windsor), provides that areas being served by the franchised CATV system 

'^^^ be franchised to other systems — although areas not served 
could be franchised to others if the franchise-holder, after notice, 
did not extend service to such unserved areas. 

; ; c. Franchise fees. Franchise fees , normally expressed 

as a percentage of gross revenues, vary considerably. For the 18 fran- 
chises examined, the range is from zero to 6%: 

Zero - East Fishkill ($500 per year) 

1% - Corning, Groton 

21 - Penn Yan, Jamestown 
2,5% - Cicero (fivst 8 years) 

3% - Cicero (latter 22 years) , Oneida, Moreau (plus 
single payment of $4,500), New Windsor, Auburn. 
Schenectady (first 5 years) 

44 - Schenectady (second S years) , Clean - — - 

51/ - Havers t raw, Geddes, Greece, Gates, Pittsford 
■ 6% - Lake George 

However, there are variations in addition to the stipulated 
percentages. These include (1) the base (some include all gross receipts;; 
most are limited to gross monthly rentals and exclude installation charges) ; 
(2) the presence or absence of dollar minima (for one or more years) ; and 



m the presence or absence of "favored nation" clauses (giving the 

.nunicipality the benefit of a higher franchise fee if one is granted 
elsewhere in the county). 

d. Rates to subscribers . Of the 18 franchises ex- - 
amined, only seven contain wholly firm Uo remain in 

effect absent mutual agreement between the municipality and the CATV 
system to change rates) .^^^^^^^^^^C^^^ 
monthly rental charges, these are: 

Installation Monthly Rental 

S^^SMraw ^^^^^^^^^^^^-'^^^^^^^^^^ 

Jamestown Jo'on SoOO 

Moreau l?'nA ^"^^ 

Clean 5-00 

Penn Van l8°on f-^° — 

Pittsford 5. SO - 

Fittstprd 20,00 SVOO 

additional franchise, Cicero , provides that unspecified 
rates will be filed, andnt^ 

:v'out ::town'./approvalv/" /v^. ;'^:V'' .-v^' ; 

An additional seven franchises cental rates , but 

include in them various mechanisms for change » 

Installation Monthly Rental 

&ish.iu ^^^-'S ^° n-ii 

Hills ' ^'Vlflt^ 

Greece n >• S.OO 

clottl 0 C^" cabled areas) 4.7S 

Lake George Jf;"" 

ment. The Company agrees that it shall be sShl^^/jf economical manage - 
or hereafter pLsLsId by the*cJjy:''?J\S; o^S^r^e^Sl^Jo^ry^o'dy^Jlv^ng 



competent jurisdiction to fix just, reasonable and compensatory tele- 
vision signal distribution rates • (The initial rates) shall remain in 
effect until changed or modified in accordance with the general standards 
set out in this sectiono o o The Gompanyo a o shall serve upon the city any 
(changes in its) schedule of charges at least 30 days prior to their 
effective dateo" ' 

East :Fishki l ie Rates shall be reduced if the Company provides CATV 
service to another town in the same county at rates lower; than those 
specified o "Any increase of the maximum charges, .o shall first be 
approved by the Town Board, o, and such increase shall be permitted only 
upon a showing of necessity based upon incfe^^ 

Gates p A "change (up or down) in the basic price will be permitted 
upon thirty (30) days • written notice by the grantee. . „ if the cumulative 
percent change in the price is not more than the cumulative price change 
in the cost of living as measured by the off itial standard of the United 
States , using December 1968 as a base« If the grantee proposes a 
greater change in price and the municipality disapproves , the Municipa- 
lity 's Executive "will hold an administrative hearing (at which the 
rules of evidence will be followed) o o oat which time the grantee and the 
Municipality Vs Executive will offer evidence to show what a fair price 
should beo The test of a fair price will be the price which will pro- 
duce a fair rate of return on the value of the total investment needed 
to provide CATV service to subscriberis in Rochester at the time such a 
d e t e rm in a t ion is made o Further ^ a fair rate of return is defined as 
that rate of earnings which will enable the grantee to maintain its 
credit and the integrity of the value of its capital and permit the 
grantee to at tract capital in the market place at reasonable cost rates 
in competition with other companies with similar risk characteristics 
for a reasbhable t ime period in the future c The total income or return 
ayai 1 ab le t o pay for the use of such c;ipital will not be more or less 
than the rate of income earned by other investors in similar or com- 
parab le companies with corresponding risks and uncertainties o 

"If, in the future , the State of New York or the Federal 
Government regulates the rates of the grantee for the service provided 
for in this license , this sect ion s^h^ of no effect during such 

state or federal regulation to the extent of any conflict therewith. 

Geddes . "Rates charged by the Company for service hereunder shall be 
fair and reasonable o The Company agrees that it shall be subject to 
all authority now or hereafter possessed by the Town ; or any other 
regulatory body hav ing competent jur isdict ion , to fix just ^ reasonable 
and compensatory television signal distribution rates o'' The initial 
rates "shal 1 not be increased without approval of the Town Board , but 
the Board will not uhreaso withhold its approval for increases 

in the rates if 

Greece o Same as Gates; 



Groton,^ "The rates and charges established by this franchise shall 
not-Hi^increased^w^^ 

Trustees.. Such increase shall be permitted only if increased co^t« 
of operation^show such increase to'^b 

Similarly, the rates and charges may be decreased by the VinLe 
Board^provided such decrease shall permit the GrantL a reasonlb^ 
profit or return on his investment o" V3i<iiii.ee a reasonable 

Lake George. "Any ihdrease in the maximum charges must first be 
approved i^y the Town Board, . . / and will be permitted if increased 
costs show It to be reasonably necessary." increased 

:rhere are no rate provisions in the New Windsor , Oneida 
or Schenectady franchises, although the latter requires the Company to 
furnish the City a schedule of rates. . 

Most of the franchises with rate provisions contain specif 
ications for rates in addition to the basic installation and rental 
charges quoted above. Some are quite cryptic and others quite exten- 
sive (covering additonal sets, removals, restorals and the like) . Some 
permit rates to be negotiated with commercial customtirs, and in some 
instances (notably installations beyond a prescribed distance from the 
main cable), the installation charge is to be based on cost to the 
.Company o 

®* Prohibiti ons against discrjimi nation . Perhaps the 
most comprehensive prohibition against discrimination appears in the 
Auburn franchise: 

^ Company shall file with the City Clerk a statement of 

Its policy for extending service to sparselj settLd sectLns wiS ?he 
.III ^^^^^ '^^^ discriminate with respec? to any Ipplica^ts 

Ip%Uc^bL'\o^^^L^\^K?sr.^'' be entitled to service^t. the saLTaie^^L'^ 

^^The substance of the first paragiraph is repeated in a 



number of other fr^isisLSes, but ss^ject always to qualificstion. Thus, 
as to Gates, Greecss siim Pit'tsfora^, the frantchises, though containing 
general anti-discCTcisaition clausieis , provide that "any area within the 
Municipality with 6© homes per mill e of system may be added to the 
system on a schedule that is convenient and reasonable to said grantee." 
As to Geddes, Penn Van, New Windsor .and Schenectady, the general anti- 
discrimination clause is followed by a proviso to the effect that 
"nothing in this permit and franchise shall be deemed to prohibit the 
establishment of a graduated scale of charges and classified rate 
schedules to which any customer coming within such classification would 
be entitled." In addition, the latter franchise has a special provision 
pertaining to unserved areas: 

"The Town Board recognizes that it may no t be feasible to 
provide service to all areas of the-Town simultaneously, due to economic 
considerations. Therefore, the Company shall have the right to deter- 
mine the order in which it will provide service to various geographic 
locations within the Town. However, should the Company fail to provide 
service to any locations (within two years of the franchise date), and 
should ^ another qualified firm offer to serve such locations in accord- 
ance with the terms of ithis Contraicjfe^ the Town shall notify the Company 
m writing that it has 3seceived suai an off er^i 

have^six months from ifeaate of siiGi^ inirwhich t» provide 

service to the locatiQiKr2p);ecified. If such service 3:s not com 
witnin said, six-month jEaEiEod , the Town may contract for service in the 
aforementioned locatioiEs itith any firm it may select." 

In lieu dE^ aiitti-di scrimiiiat ion clause^^ 

simply require service las) all who aessixe ito The James:town franchise, 

for example- TJTovides: ^Gisantee shaiHL be required to permit aiiy 

individual or corporatdosm to have access to the services of the holder 

of this Franchise subject only to the payment" of stipulated charges. 

The Groton franchise is similar. However , there are qualifications in 

other franchises. The Lake George franchise states: "Distribution 



facilities Kill be installed in those areas of the Town which are 
populated, or have a population density of approximately 40 hon,es per 
lineal ».ile." The Moreau franchise contains a similar qualification. 
The population density exclusion Is 60 dwellings per lineal mile in 
the franchise of East Fishkill. 

The Corning franchise simply requires that the franchisee 
shall supply CATV .•service to all persons desiring the service offered 
in any area of the City where said cable is installed" upon payment of 
stipulated charges. The Schenectady franchise requires service to 
residents "wherever practicable," Four franchises are silent on the 
subject of discrimination aiid duty to serve. 

One franchise provision which bears on discrimination, and 
the duty of the Company to serve, is that enabling the company to promul- 
gate rules. In the Geddes franchise, for example, the Compa^or has the 
, authority ■ ■"-■■v-" '. 

governing the"'con§Jcroffts'busi^ 
enable the Company to exercLelJ^^^?^ 

under this perait^ahd^ l^ and perforin its obldgations 

to each. and^ll'Jf ???s*"stomers . ""Pro^ 

regulations, terms and conditions shall "SnJ -K. ?!* '^ '"^es, 
visions hereof or of^laws'of?tSS-<!j^»» ^,2^ 

applicable, be subject to apprSval-br 
or Federal. having^jurisdic?|bnv6 

a more 

abbreviated provision appears in the New Wndsb^ and Schmectady fran- 
examinedv^ 

or municipal buildings^^^^o^^^^^^^^^ 



minimum, waiver of monthly rental charges for one or more "drops" at 
schools » ■ 

One £ranchi:se (East Fishkill) also provides for a 30 1 
Teduction in rates for certain elderly persons c 

Seven franchises provide for provision of a channel for 
community or educational use: 

Olean i channel to be made "availaitteoo vto the sub- 
scribers in tHFT^ty of Glean 

Haverstrawr : channel to be made avaailable for "municipal 
and educational closed circuit programming o " 

Gneida: no cha^r^^ education program 

on any channel now contemplated or hereaf ter to be made available o " 

East Fi shkill ; sys t em t o be madie "avail able to th^ Tnwi. in 
accordance with reasonabife rules and regulations^" wi^th the Company to 
tEurnish studios and equipment o 

CAcero ; T^eservation mf "one channel and the requisite 
iEacilities for locally oj-iginated ^educational progTsmsc " 

local 

ciATic events and affairs a^^^^ 

Lake George:: Tequirement of one "closed circuit channe^^ 

^fcr exclusive;v:'Communi-tyiiBSB;e:o'-:"'r'/:; ^ 

With the exicst^ 

ambiguous as to the nature of the CATV pperatoar«% obligation^-noniB of 
these franchises are clear on whether the channels will be furnished ifree 
of charge, although sucli is th 

A number of franchises, a^^ 
poles may be used 

go S chedules for construction and operation V^^ T^ 
franchises vary widely as to the time at whi^ 
: shall' 'commence-: • /■ 



James town : franchise is void i£ no pole attachment agreement 
is obtained within one year o£ date of franchise, or if no construction 
is undertaken within one year of FCC microwave approval of three in- 
dependent New York City channels. 

Greece : construction shall commence within 360 days after 
procurement of pole attachment agreements and necessary consents from 
the FCC to carry distant signals o 

Gates: same as Greece* 

Moreau : installationishall commence within 30 days after 
obtaining microwave authority from FCC and consummation of pole 
attachment agreement with utility companies - 

Oneida : service shall begin within 15 months of franchise 

execution* 

Hawsers t raw ; construction shall commence within 6 months of 
polie ati:achment agreements and o^ntin^^ "with due diligence until 
completion:. " 

Lake George : construction shall be commenced within one 
year of: fi^ahchise date and serviBce provided to customers not later than 
February 1, 1971 (date of franchise is December 31 , 1969); « 

Schenectady : applicant ton s^^ to FCC for microwavea 

authority Tiri thin 50 days , and consrtruct ion shall be commenced within 
15 monthis, of effective date o£^^^f^ 

E as t F i s hk ill : service shall beg^tn wi:thin twel:ve months 
after ejaarutioai of franchise . 

Cicero : ins t allat ioni shall be commenced wi thin 90 days aftex 
ef f e c t iv^a da te o f f ranch! s e and ext ens i ons and service shall be pursued 
with "due; diligence* " 

New W i n ds o r : i n s t al 1 a t i on shall commence within six months 
after craiipletion of pole attachment agreements , and service shall be 
made aArailable within six monthsi from the date on which construction is 
begun or within two years from the date of whichever is 

earlier. 

Groton: system shall be in operation within nine months from 
franchise da tec 

Geddes : service shall begin within 18 months after the com- 
pany has obtaTneHHall necessary local^^^ authorizations , 
including approval to carry proposed d^^^ attachment 
agreements with utilities □ 
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Pittsford ; construction shall commence witth in 360 calendar ■ 
dsiys after procuring the necessary pole-line attachments, and necessary 
consents from the FCC to ..receive sii^^^^^ 

Olean ; service shall commence within six months of execution 
of franchise agreement. 

Penh Y an ; franchise stiiall , be con t 
pole attachment agreement with utility within 12 months of date of 
franchise , and construction withim IS months. 

Auburn : servi ce shalHL Sbgfgiii within one year- o f the effective 
^LaXe of tke franchise , or within oiset year after aiLl aecessary permits 
and auvthoriz at ions C including utl and micro- 

ii^-ave authority) are received, whiciEever is^^^ 

Corning : none. ,' 

In considering the effeetiveness of IdsE^e rBquxrements, con- 
siideration must be given to the p(^ii£Latipn densfitiy exclmsions , and other 
jgualif^i cations , noted above in iiaaii^ction with antii^^scriminat ion pro - 
wisiaons. Also , it should be no«5eiL^^^^^ 

ainixiation of cons truccioii , ux evicu; tiue coramWiCvriveiix^ '5 sgxvicc, usually 
mre not accompanied by provisions governing the exitensii^on of siesrvicf to 
-^1 aareas :in the; franchised ' 

V h. ' Gonstructibri andia^^ 
generals, the rf ranchises requiTe^ t^ pf 
ex i s t ing ut ill tie s where availab 1 e;, and , i f ^addi trosnaa po le s are neces s ary 
that the CATV system obtain municipal approval for the construction of 
such poles. Facilities are required to be constructed in such a way as 
not to obstruct traffic or interfere with use of public ways; and , in 
•some cases., undergrounding is mandated where other utilities are required 
to place theiT facilities underground. The CATV system is resppnsible 
for the expense of any repairs its installations may require to be made 
to public property and for the expense of relocating its facilities if 
necessary to accommodate changes in municipal facilities . 



Construction generally is required to conformrase the National 
Electric Safety Code and all state and local laws, Inmddix3:mm, some 
franchises specify the type and placement of facilities:; asaa. a few require 
that resident employees be available to repair CATV faceritriies (Havers traw, 
Greece, Pitts ford,,, Gates). A number impose such general: s^iiirements as 
that the system shall be "maintained in safe condition" (fening) ; 
ins tallations shall be "of permanent nature / durable aiaflidLass^sa^ 
accordance with good engineering practice" (Lake Geim^- %Sie CATV system 
shall be installed and maintained "in accordance wim .t^lis liii^est standards 
of good engineering practices" (Cicero); the system ish^raisintain "high 
quality standards prevailing in the television cable i^niH5iirnr7"(Penn Yan) ; 
facilities "shalX at all times be kept and maintained suitable, 
substantial condi-tion, and in good order and repair" (Gscssy, Greece, 
Pittsford) . The Oleani New Windsor and Schenectady fraaaS^s incorporate: 
language from various of the prevaous examples. 

■ \ - ■ /' ■ Service s tandards : programming and irej^^^aspects , 

Of the 18 f rarichises examined , 10 specify t^he minimum nuni^iaf channels 
required of the CATV system: 

';■ .'"^ : ;\;.-;Sixr^ 

; ^^'^^-^ 0^^^^ Nfflw Work and three 

to be imported by microwave) 
. .^^/-^Ten::;/ \Go:ra 
; T^^^ educational) 

Olean (plus FM) , East Fishkill (plus FM; also 

Fifteen: Geddes (plus FM) 

Twenty: Lake George (including 9 assigned to specified 

'-rO-.MV.:;.. '*^^?l^^v;isi_o^. •stations,;; :ko^ . 
^^^^^^^^^^^^^^^^^^^ V P'^^^llf s®irvi 

use) . 
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Seven franchises require the carriage of all local signals 
(Gates, Geddes, Greece, James toim, Oneida, Pittsford, Schenectady) , and 
one requires that, if distant signals are imported, all local signals shai: 
be carried (Co rring). Three franchises proscribe pay television (Jamestow? 
Clean and Schenectady) , and one (Olean) prohibits as well (i) origination 
(except automatic unsponsored time and weather) , (ii) advertising (except 
as such is involved in the retransmission of broadcast television signals) .. 
and (iii) duplication of the local television station (to the point of 
permitting cancellation of the franchise if the local television station 
is forced off the air). 

In addition, a number of franchises expressly require 24 -hour 
operation so that television signals can be received at any time (Olean, 
Lake George, Oneida, East Fishkill). 

Six of the 18 franchises examined require that the CATV system be capable 
of color t ransmiss ion , at 1 e as t "whe re t echni cal ly f eas ib 1 e (Ole an , . 
Oneida, East Fishkill , Greece , Gates, Pittsford) . Five specify that a 
local office be maintained to receive complaints (Haverstraw, Penn Yan, 
Greece, Gates, Pittsford). Six require prior notice of any inter r up t i on 
in service except in the case of emergency (Auburn, Geddes, Penn Yan, 
Pittsford, Gates, Greece). Several state, in general terms, that receptioi 
by non -subscribers sha:ll not be subject to. interference (Moreau, Lake 
George, Schenectady) ; and a few specify that signal quality shall conform 
to FCC standards (Gates, Greece , Pittsford) » But tech 

are more detailed in some franchises . Thus , the Oneida franchise requires 
inter alia: 



"Radiation from the system shall be less than the following: 

• t' H^^'^' 15 microvolts per meter at 100 foot 

. 0, 04 to loZ mc. 20 microvolts per meter at 10 leei 

c. 132 to 216 mc. 50 microvolts per meter at 10 feet 

d. 216 mc. up 15 microvolts per meter at 100 feet 

"Radiation shall be measured in accordance with sub -part B 
of the Federal Communications Commission's specifications, paragraph 

; "The system shall provide a signal of no less than 1,000 

microvolts per meter across a 300 ohm termination at the point to which 
the receiver is normally connected on all utilized channels. 

"The system amplitude vs. frequency response shall not vary 
rapre than 2 decibels across the 6 mc band width of any television channel 
utilized. 

, , "The signal to noise ratio on any television channel utilized 
shall be no less than 40 db . . - 

"60 cycle hummodulation shall not exceed 2 percent. " 

"Cross modulation effects on any channel shall be at least 
40 db. below the picture carrier level. 

_ ; . "All measurements shall be made in accordance with good 

^ y ■ — ■ . ,■ . • ' ■ ■ '■ • , 

Detailed specifications of a similar character are included 

in the Olean franchise of a somewhat different 

character are 'included in the Corning franchise . See Appendix E The 
Cicero and East Fishkill franchises refer to system specifications, but 
none were attached to the documents examined. ... 

Most franchises do not contain. detailed technical specifi- ■ 
cations. They provide instead for service qualrty in general terms. Thus , 
the Pitts ford franchise provides: 
"The grantee shall: 

(1) Produce a picture meeting all technicial standards 
IcC)-^^ ^ °^ ^® P^^scribed, by the rules and regulations of (the 



(2) Limit failures to a minimum by locating and correcting 
malfunctions promptly. 

(3) Demonstrate by instruments and otherwise to subscribers 
that a signal of adequate strength and quality is being delivered. 

"The grantee shall render efficient service, make repairs 
promptly, and interrupt service only for good cause and for the shortest 
time possible . . . " 

The Greece and Gates franchises are similar. 

The Groton franchise provides that the grantee shall furnish 

"a wire service capable of producing as good a quality of 
television picture or reception as may be practicable from time to time, 
and shall make all reasonable and practicable betterments of said services 
as improvements in the sciencies of the carrying of television signals 
shall warrant, as well as in the elimination of radio interference." 

The Lake George, East Fishkill and Moreau franchises are 
similar. More abbreviated general service standards appear in the 
franchises of PennYan, New Windsor, Schenectady ^^^^a^^ 

The Geddes franchise provides: 

•'The Company shall maintain and ope r 
efficient service in accordance with the rules and regulations as are, or 
may be; set forth by the Board as provided f^ 12 of this; 

resolution, or by any regulatory body , State or Federal , having juris- 
diction of the Company's operations. 

"Sec. 12 .CO The right i^ to the Town to adopt, 

in addition to the provisions herein contained and existing applicable 
ordinances i such additional regulations as it sh^a^^ the 
exe rc is e 6 f the police po we r , p rb vi de d that such regul at i onS , by or din an ce 
or otherwise, shall be reasonable, and not in conflict with the rights 
herein granted, and shall not be in conflict with the laws of the State 
of New York." 

The Auburn frianchise is similar. 

No general service standard appears in the Cicero or. 
Jamestown franchises. The Oneida franchise contains a clause proscribing 



signal degradation. 



Several franchises contain additional provisions of interest 

in relation to maintenance of service. After requiring "service ii, 

accornnnco i.ith the best accepted standards of the .industry, so as to 

provide its subscribers with, the highest possible level of quality and 

reliability," the New Windsor franchise provides that: 

"At such time as certain standards are established by a 
Federal and/or State regulatory agency for performance of cable televisioh 
systems, then the system operated by the Company in the Town shall comply 
with such standards o" 

The Olean franchise, in addition to the detailed technical 
specifications noted above, provides: 

"City may employ a representative of a recognized national 
manufacturing company or an independent CATV consultant of recognized 
stature within the industry at the sole expense of the Company to 
inspect in the presence of City employees and Company employees the 
technical operation of the physical facilities of the Company. 

"oo.The person so employed will render.o.a report as to the 
adequacy of service being rendered together with recommendations as to 
their: improvement. o. The Company agrees to take such action as is 
recommended in the report within a reasonable time after receipt of a 
copy-'. thereof ;c>"," ■ " .''^ 

The Moreau f ranchis e , in addiition to the general service 
standard noted above , provides that , at the option of the town, a clause 
may be added to the franchise requiring "prompt and diligent steps'* by 
the Company to remedy "any complaint of sub-standard signal or reception, 
or of interference with signal or reception, either by a subscriber or 
non-subscriber" within 9G hours ; if not remedied within this time, the 
complaint must be submitted to a "CATV Grievance Committee", which will 
have authority to determine the source of the cc;;; plaint and to require 
the CATV Company to remedy the situation "with due diligence" if 
caused by its fault. 



••In the event: that said problem is of such aggravated 
nature as to seriously impair complainant ^s reception, and an unreasonable 
length of time will be required to remedy the situation,, (the Company) 
agrees that during this period (a) if complainant is a subscriber, all 
rental fee shall be waived, and (b) if complainant is a non-subscriber, 
free use of the system shall be provided until the condition has been 
-alleviated." 

k. Service standards: innovation . As noted above, several 

franchises provide, in general terms, for improvements in the CATV system 

to match advances in the art. In addition, several franchises (Greece, 

Gates, Pittsford) provide: 

•'It shall be the policy of the Municipality liberally to 
amend this franchise upon application of the grantee, when necessary 
to enable the grantee to take advantage of any developments in the field 
of transmission of television and radio signals which will afford it an 
opportunity more effectively, efficiently or economically to serve its 
customers. Provided, however, that this Section shall not be construed 
to require the Municipality to make any amendment or to prohibit it from 
unilaterally changing its policy stated herein.'* 

The same franchises contain these provisions: 

"The grantee shall, at all times during the life of the franchis 
be subject Lu all ieiwrul eXcxCiSc of tlic policc power by tlic Muiiicipali ty 
and to such reasonable regulation as the Municipality shall. hereafter 
provide « 

••The right is hereby reserved to the Municipality or the Counci 
to prescribe, in addition to the provisions contained herein, and in 
applicable ordinances , such additional regulations as it shall find 
necessary, provided that such regulations, by ordinance or otherwise, 
shall be reasonable." 

The Gates and Greece franchises add at the end: "and not in conflict with 
the rights herein granted." It is possible that clauses of this type, or 
of the type noted in the preceding section (the Geddes franchise > section 
12) , might provide a basis for municipal requirement of system improvement 
Rights of subsequent town regulation are reserved in the franchises of 
Auburn , GiccTO i V Groton , Olean , : Penn Yan C the latter as to 

recep tiori fixy 

(M^ significant iim^^ innovation may be the 

manner in all of them | 

describe CATV^^sys terns as engaged in the reception j transmission and 



distribution of television (and sometimes radio) signals. The Greece, 
Gates, Pittsford and Lake George franchises describe this function as 
the "primary" purpose of the system, presumably leaving room for additional 
incidental activities. The New Windsor franchise encompasses the 
"transmission of visual and/or audio signals by means of electrical 
impulses over coaxial cables or other suitable means , consistent with the 
services being offered and the state-of-the-art within the industry," 
and the Olean franchise is slightly ambiguous in its reference to 
"television electronic, electrical and radio signals, audio and video." 
The HavfciTstraw and Oneida franchises are so cryptic that some latitude 
for new operations may be found in their lack of specificity. Only the 
Schenectady franchise is broadly worded to encompass transmission of 
"television, radio, electrical and electronic energy , pictures , sounds, 
signals, impulses and communications, uni -directional and multi -directional 
of every nature and description, audio and video, embracing any and all of 
the frequencies of the electromagnetic spectrum, and to otherwise engage 
in the business , services and activities generally known and practiced 
now and in the future by community antenna television and audio com- 
munications services." 

!• B usiness restrictions . Fifteen of the eighteen franchise 
preclude the CATV operator from engaging in the business of selling or re- 
pairing television sets c Two additional franchises ''and two of the above 
fifteen) preclude the CATV operator from designating the source (or, in 
one case, the type) of television equipment employed by the subscriber. 

m. Transfer . Fifteen of the eighteen franchises preclude j 
transfer of the franchise without the ^c^^ One 



franchise bars assignment altogether (Pittsford) ; one appears to permit 
an unconsented assignment as long as proper notice to the municipal 
authorities is given (Moreau) ; and one franchise says nothing on the 
subject (Jamestown). 

Despite the prevalence of franchise transfer provisions, they 
vary markedly in scope. Some apply to the system property, while most 
are limited to the franchise itself. Some expressly apply to mortgages; 
some expressly do not; and some are silent on the point. Only three 
franchises expressly encompass transfers of the stock of the franchised 
corporation (Auburn, Ea t Fishkill, Schenectady). 

n* Abandonment . Abandonment of CATV operations is not 
mentioned in most franchises, presumably imposing on the CATV operator 
the obligation to continue service for the duration of the franchise. 
However, two franchises provide that the CATV operator may abandon 
operations on notice to the municipality: Jamestown requires 90 days 
notice, and New Windsor 60 days notice. 

o. Reports and inspections . Most franchises require the 
franchised operator to supply various reports and documents to the town. 
These include: 

Certifications or statements of gross income: eleven 

Other financial statements: four 
, Copies of documents filed with other govermental 
authorities : four 

Maps and plats of existin six 

Flans and pro gre 

Cdmpany v^rules-: , '^tw 



Performance' data: one 

Any report required by the city: two 

All bi^t two franchises contain some kind of reporting re- 
quirement, but there is no franchise with a requirement of a uniform 
system of accounts, and the four that require financial statements are 
either cryptic,^ in their terminology or call for very limited financial 
info rmat ion. 

Six franchises provide for an audit or inspection of books 
and records of the company; and three permit the municipality to inspect the 
company's properties as well. But one franchise is limited to inspection 
of gross income records and company rules; one is limited to company 
properties; and seven have no provision whatever for inspection of com- 
pany records or property. 

p. Insurance and indemnification. All eighteen franchises 
require some form of insurance » All but one require public liability 
insurance, and nine require workmen*s compensation coverage as well. All 
but one include undertakings by the CATV system to indemnify the city 
for any damages or liabilities incurred by the latter as a result of the 
system's operations, 

q. Performance bonds and right of cancellation . Eight of 
the eighteen franchises require a deposit, surety or performance bond, 
to secure faithful performance of the CATV operator's responsibilities , in ; 
the following amounts: 

^- ';$^ ■ - 'v . ; I 

$10,000 .threev-;' >v'^ " ; 

■ ,.,;^$2o„,ooo^ ■ —-.■ one ■ : i 

■../:$25,,ood;.,./>--.'.-^t^ ■ i 
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The $20,000 performance bond (Moreau) is required to be accompanied by 
an 

"escrow account (containing) so much of the installation 
charges paid to the Grantee by the purchasers of this service as would 
adequately reimburse such customers in the event of failure to continue 
the service contracted for, and the Grantee shall certify to the accuracy 
of account to the Town. . •quarterly • " 

Fourteen of the eighteen franchises afford the town a right 
of cancellation in the event of violation of the franchise by tJie CATV 
operator (and sometimes certain other contingencies, notably insolvency 
of the operator). One franchise (Moreau) apparently limits the right of 
cancellation to instances in v/hich the franchise operator fails to pay 
its fees to the town or to render reports related to such fees. Three 
franchises are silent on the matter of cancellation. 

One franchise (Groton) provides for fines in addition to a 

Ti aht n -F ranrf^l 1 ;i t "i nn • fiKfi r^-v r» -f^ >*c ^ nr-i /^1 n•^ ■? r»T> *^rv/^ <tinn r ^ ^ 

subsequent violations. 

r. Superseding regulation . Most of the franchises require 
conformity to federal, state and local law on a wide variety of subjects. 
But several franchises are more specific, on the subject of subsequently 
enacted regulatory measures. The presence of such a provision in the 
New Windsor franchise, relative to service quality, already has been noted. 
Also noted above is the provision in the Gates , Greece and Pittsfcrd 
franchises providing for supersession of their rate provisions in the 
event of future federal or state regulation of rates • In addition, 
the latter three franchises provide: 

•'(a) The provisions of thi^ franchise 
or^license granted hereunder shall be sub ject to any federal (inciudirip 
Federal .Communications Commission) and state legislation , rules or 
regulations enacted or adopted or which shall hereafter be adopted 



pertaining to the cons tiruct ion, operation, and maintenance of closed- 
circuit television trai^mission and transmission and distribution 
systems commonly known as CATV. 

'•<b) If any agency o£ the Federal govexjiment or the State 
o£ New York shall, by law, be given general authority and regulatory 
control oyer grantee, which 55.uthority shall supersede the authority of 
Municipality to issue the rights and privileges granted by Municipality 
to grantee under this franchise, then all obligations of grantee to 
Municipality under this franchise shall likewise cea^e and be unenforceable 
at law. " 

The Jamestown franchise provides more simply: 

"In the event that by law jurisdiction over (the CATV system) 
is given to the Federal Communications Commission, the New York Public 
Service Commission, or any other State or Federal governmental body. 
Grantee hereby agrees to comply with whatever requirements may be 
imposed as a result thereof , including modifications of the rates (to 
subscribers) and fees (to the City) , irrespective of the fact that Grantee 
has commenced operations prior to such jurisdiction having been asserted." 



s. status of the system on ter-mination of the franchise . 
Pour franchises provide that, upon expiration or other termination 
of the franchise r the CATV operator shall remove all its facilities 
from public thoroughfares (Schenectady, Jamestown, Olean, Lake 
George) . Two other franchises are similar except that they provide 
that, with the consent of the town, some of the CATV facilities 
may be abandoned in place (Oneida, East Fishkill) . 

Three franchises do not deal with the ultimate dis- 
position of the system, but do provide that the CATV oper-^tor may 
be required to maintain a*i,d operate the system, following termination 
of the franchise, while the town determines upon a future course' of 
action (Penn Yan, Geddes, Auburn) . 

Two franchises deal with limited contingencies only. 
The Groton franchise provides that, if the revocation of the 
franchise is attributable to bankruptcy or franchise violation by 
the CATV operator, the town "shall issue such directions as may be 
reasonable with respect to ' the disposition of the cable and other 
equipment and appurtenances of the Grantee." The New Windsor 
franchise provides that, if the franchise is terminated at the 
option of the company, the company shall have six months to remove 
its facilities from public thoroughfares ; any company property not 
so removed shall become the property of the town* 

Seven franchises contain no p^rovis ion whatever dealing 
with the status of the system upon expiration or other termination 
:of^.the'' franchise.;- '.:;''-\";'^'^'\\V:/' " ^ • 



2. Franchise s in New York CitV o Since 196S, three 
cable television companies have been authorized to operate in New 
York City under interim franchises. In 1968, Mayor Lindsay received 
a compiehensive report from his Advisory Task Force on' CATV and 
Telecommunications, headed by Fred W, Friendlyo In 1970., New York 
City awarded long-term contracts to two of the three existing fran- 
chisees « Because New York encompasses such a large percentage of 
the State's population, and because both the task force report and 
the franchises are among the most sophisticated attempts at achieving 
effective municipal regulation, both will be considered in some 
detail, 

Task force recommendations . The task force recommended 
that the City be divided into approximately ten areas, each to be 
served by a separate cable company c 

The recommendation for separate service areas was based 
on these considerations: (1) A cable system "does not have a costly 
central facility as does, for example, a telephone system;", "there 
would be no large savings if a single system were required for the 
entire City," (2) Technological compatibility can be achieved 
through regulation , so there is no technological necessity for a 
single system. (3) A single system might result in undue diffusion 
of effort which would slow down the introduction of cable television. 
(4) The multiplicity of systems^^^^w^ as a yard- 

stick ;fbr .the;'! others . 

The recommendation for a single CATV system in each area 
was defended on these grouhdsr^^^^^^^ C 

leading to say ten systems in an area ,wouidr^ 
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and high charges to subscribers; (2) with such a number, there would 
be inconvenience resulting from laying many cables in the same 
street; (3) with only two or three systems per area, there may be 
some beneficial competition without these adverse consequences, but 
probably it would be short-lived: "Either one system would come to 
dominate a cable television service area because it of£ered superior 
service, with its rivals ultimately abandoning the field, or the 
rival systems would collude and coexist l^mililit eompeting, 

According to the task force report, the cable operator 
for each area should be selected according to these criteria: 

(1) It must be financially and technically qualified and 
of good general characterc 

(2) It must submit a plan indicating mode and timing of 
installation (backed by a performance bond) o 

(3) It must not be a local television station or be 
affiliated with such a statidiio 

(4) A selection among qualified applicants for an area 
should be made by open, competitive bidding, based on payment of a 
percentage of gross revenues to the Cityo 

(5) Multiple ownership of the various Gity cable systems 
should not be permitted o 

The task force recommende<i that the franchises be for 
ten-year terras with opportunity for renewal o 

The task force recommended that all systems have at least 
18 channels ; that the syst and interconnected ; and 

that the Gity regulate^ t 

As suming 18 channels ^ the task force recommended that 
they be allocated as follows r 

ERIC ■■■:^^^-■■■■;:-v^^^^^^^ 
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(a) Eleven channels ioi carriage of local signals. 

(b) Three channels reserved for the City for '!imaicipal 
purposes ( e . g» , in-school instruction, vocational trainiisjg programs, 
provision of space to private nonprofit organizations car political 
candidates, service to particular ethnic groups) o 

(c) TtwtJ ciiaMtels for leasiaag to others, with pjreference 
m one chsmieii/^'m '•gfx&il^ 'seTviJC.e organizations (rates to b^s regulated 
by the City) . 

(d) Two channels to be operated by the cabM ^^«Tator> 

one for public service programs t^t^e other as a geuei^ Woadcaster » 

As addift^^^^^^^^ become available, the ta^lc force 

recommended that they be allocated along similar lines ; 

The task force would permit finmcing of p?^0i?^s by 
commercials or by sub?ier4|)tion^ Bu^t the City womld get a minimum 
of 2S% of revenues from pay televisiono The task force saw this 
point as applicable to four channels . ((c) and (d) , above). 
The task force further recommended: 

lo That franchises not be transferable without the con- 
sent of the City o 

2 0 That. CATV systems not be permitted to discriminate 
aniong areas to be served, serving the rich but not the poor- -everyone 
wishing to subscribe should have CATV service available o 

3o That landlords be required to permit tenants to sub- 
scribe, obtaining the required right of way by eminent doms^in pro- 
ceedings if necessary o 

4o That CATV systems be re- 

quired to obtain a municipal franchise and be subjected to municipal 
r e gu 1 a t ion ( i^c lud i h g the p ay men t o f f ran chise fees) o 



So That the City secure for CATV operators space in the 
ducts operated by New York Telephone Company or its subsidiary, exer- 
cising existing contract rights to duct access in Manhattan and the 
Bronx and eminent domain proceedings in the other boroughs if 
necessary o 

60 That the rates of CATV systems be regulated at regular 
intervals--on the one hand, to protect the subscriber against ex- 
cessive chaixges, and, on the other, to provide the cable television 
company with a fair return and the incentive to serve its subscribers 
well, 

7 That irn the event of poor performance, renewal of a 
franchise should be denied, "and new applicants for the particular 
cable television service area should be invited to come forward. 
The City Government also should retain the right during the life of 
an authorization to terminate it where there is a substantial failure 
or inability to perforiUo" 

80 That a new municipal office for cable television and 
cable telecommunications should be established to supervise cable 
television operations and advise the Mayor and Board of Estimate of 
any actions that may be warranted, 

bo The 1970 franchises . In 1970. the New York City Board 
of^Estimate awarded identical franchises to two CATV companies , one 
for the northern half of Manhattan and one for the southern half. 
The term cf each franchise is twenty years subject to reopening and 
renegotiation of all provisions after ten years (except as to duration 
of the franchise and identity of the franchis unresolved 
disputes arising out of the renegotiation are to be submitted to 
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arbitration. The franchises are non-exclusive and are not transfer- 
able except with the consent of the City^ 

The terms of the franchises are quite complex and provide 
for channels in addition to the eleven devoted to carriage of local 
signals : 

♦'City Channels" means channels on the System which 
are reserved by this contract for use by the City. 

"Public Channels" means channels on the System which 
are reserved by this contract for carriage of program material 
?'*°yj?!? persons who lease channel time and , if necessary , studio 
facilities, from the Company.., /» " 

J "Company Channel" means the channel on the System which 
:is reserved by this contract for the carriage of program material 
Jjieinated by the Company or by another person in accordance with 
the F.CoCo's cablecasting rules and regulations o 

A 4 . "Additional Channels" means the channels on the System 
so designated m this contract which the Company mav use for such 
purposes as^automated programming. Additional Service, over-^^the-air 
television broadcasts authorized but not required by the F C C to' 
be carried on the Company's System, or other video and/or audio 
programmingo o o " 

Service" means any communications service 
other than Basic Service, provided over its System by the Company 
directly or as a carrier for its subsidiaries, affiliates or any 
other person engagedin communications services including by 
way of example but not limited to, burglar alarm, data orother 

electronic intelligence transmission, facsimile reproduction, meter 
reading, and home shoppings 

_ "B^sic Service" means the simultaneous delivery by the 

Company to television receivers (or any other suitable type of audio- 

'^^c^i^ers) , of al in the District 

°£ ajl^signals of over.the-air television broadcasters required by 
the Federal Communications Commission to be carried by a community 
antenna television system as defined^^^^^ 

Channel; City Channels except as may be designated for special pur- 
poses^ by the Director of Communications; Publ Channels ; and Addi- 
tional Channels at the option of the Company." 

— franchisee is required to transmit 17 
channels to residential subscribers ,tb: be used as follows : eleven 
channels fo^ local signals , one Company Chann^^ 

^9 City Channels and one Additional Channel e Within three years. 



the system is lequired to be capable of delivering 24 channels to 
residential subscribers = The seven additional channels are to be 

assigned as follows: one City Channel, two Public Channels, and 

, ^, -"-^ specified), 

three Additional Channels/ In order to assure that subscribers are 

able to receive all channels, the cable company is required to pro- 
vide all customers with "converters," with a capacity of 24 channels, 
by the end of 1971. A converter is defined as "an electronic device 
which converts signals to a frequency not susceptible to interference 
within the television receiver of a subscriber, and by an appropriate 
channel selector also permits a subscriber to view all signals deliv- 
ered at designated dial locationso" 

With respect to City Channels, Public Channels, and 
Additional Channels, the franchises include the following specific 
provisions : 

"For the purpose of permitting the simultaneous trans- 
mission into any one or more subdistricts of isolated, discrete 
signals of City Channels, Public Channels, and the Company Channel, 
the Company shall within four (4) years from the effective date of 
this contract have arranged the System so that it is capable of 
such transmission to no less than ten (10) subdistricts, each con- 
taining approximately the same number of dwelling unitSo Further- 
more, the Company shall immediately undertake the development of 
a plan to divide the District into the greatest number of sub- 
districts possible, which subdistricts may be variously combined 
so as to constitute neighborhood communities, school districts, 

Congrassional districts , State Senate and Assembly districts , and 
the like , for the simultaneous transmission into any one or more 

of such subdistricts of such isolated, discrete signals 0 Such 
plan shall be submitted to the Director of Franchises within a 
reasonable time after the effective date of this contractc The 
Director shall approve or modify such plan givi due regard to 
economic, technological and engineering considerations c Within a 
reasonable time thereafter , such plan shall be implemented and the 
System be capable of simultaneous, transmission of such isolated 
s ignals o It is the intention of the parti es under this subdivision 
that the System be capable of simultaneous delivery of different 
programming to each subdistrict at the same dial locationso 

: V "Without charge to the City , the Company shall provide ' 
all facilities necessary to pick up the signals of City Channels 
and transmit them throughout the System from a studio whose 
location in the District shaia be designated by the D^i^ 
Communications after consultation with the Company, 
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"For the presentation cf programming on Public Channels . 
the Company shall lease time and, i£ necessary, adequate studio 
facilities to members of the public at rates filed pursuant to Sectii 
6 of this contract, and pursuant to rules and regulations promulgatec 
by the Director of Franchises o Appropriate technical assistance sha" 
also be furnished by the Company:, Time shall be leased on a first- 
come, first- served basis, except that the Company shall endeavor to 
lease such channel time to as many different persons as is practical, 
it being the intent of the parties that such Public Channels serve as 
a significant source of diversified expression. In order that there*^ 
be a maximum opportunity for freedom of expression by members of the 
public, such programming shall bp free from any control by the Compar 
as to program content, except as is required to protect the Company 
from liability under applicable law. The Director of Franchises may 
direct that the Company discontinue, or not deliver, a program on 
the Public Channels which he finds to be essentially promotional oi 
otherwise related primarily to the conduct of a business, trade, or 
profession; provided, however, that this provision shall not be con- 
strued as a prohibition of advertiser-supported programming on Public 
Channels o Such a direction shall not prejudice any person's right 
to utilize any other transmission service offered by the Company/ 

"Priority on Additional Channels shall be given to the 
use of the System's transmission capability by persons other than the 
Company, its subsidiaries and affiliates, to provide auxiliary com- 
munications services of kinds different from those provided over the 
other types of Channels specified herein. There shall be open, non- 
discriminatory access to such Channels within the limits of avail- 
able capacity^ However, to the extent such channels are not so used, 
they may be used for audio-video programming by others who lease time 
segments thereon or for auxiliary services rendered by the Company, 
its subsidiaries or af filiates „ . When any of such channels are used 
for audio-video programming, the Company may determine the reason- 
able length of time segments to be leased, impose reasonable limita- 
tions on the general type of programs for which such segments are 
made available, and itself use segments which it is unable to lease 
to other persons. If at any time after five years from the effective 
date of this contract the Board determines /following a public hearing 
on notice, that rendition of any auxiliary service by the Company or 
a subsidiary or affiliate has tended to create a monopoly or to re- 
strain trade, the Board may issue such direction relating thereto as 
it deems appropriate to protect the public interest , including an 
order to discontinue one or more particular services or to divest 
any financial interest in the entity operating such service or ser- 
vices within a reasonable timoo 

"At those daily time segments during which no signals 
are transmitted over Pub lie Chahnels or City Channels , the Company 
may utilize such channels for any purpose consistent with the pro- 
visions of this contract o Upon request of the Company , the Director 
of Communications shall notify the Company as far in advance as is 
practical of any contemplated fallow time oh City chahnels v 
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"The Company shall not engage in Pay Television, nor 
shall it deliver signals of any person engaged in Pay Television, 
unless and until affirmatively authorized by the F„CoGo It is under- 
stood by the parties that the failure of the FoCdCo to prohibit Pay 
Television, as is presently the case, shall not constitute such an 
affirmative authorizat ion c When and if so authorized, the Company 
shall not engage in, nor deliver the signals of any person engaged 
in. Pay Television until the amount of compensation payable to the 
City -^tJ\cT 

been fixed by the Board„ Such compensation shall not exceed twenty- 
five (25) percent of the Gross Receipts attributable to such Pay 
Television. The Director of Communications shall thereafter desig- 
nate a dial location therefore . 

"In the operation of the Company Channel', the Company 
shall provide, on a non-discriminatory basis, a reasonable amount of 
tree time to legally qualified candidates for public office 

"Pay television" is defined to mean "the delivery over the System of 
video signals in intelligible form to Residential Subscribers for a 
fee or charge (over and above the charge for Basic Service) on a per 
program, per channel or other subscription basis c" 

The franchises impose various obligations on the cable 
companies with respect to the construction and maintenance of their 
-.systems „.■■-.:.• - . ^ 

"The Company shall extend the installation of cables , 
amplifiers and related equipment throughout the District as rapidly 
as is practicable . Within four (4) years from the effective date 
of this contract , the Company Vs trunk line installations of cable , 
amplifiers and related equipment shall be capable of orovidlng Basic 
Service to every block within the District. Thersafter, the Board 
may impose such further construction obligations as are necessary 
to bring Basic Service to any building within the District . 

"Upon the reasonable request for service by any person 
located within the District, the Company shall promptly furnish the 
requested service to such person „ A request for service shall be 
unreasonable, for the purpose of this subdivision, if occurring with- 
in four (4) years from the effective date of this contract and no 
trunk line installation capable of servicing that person' s block has 
as yet been installed, or, if occurring at any time and direct access 
cannot be obtained to such person's premises and all other means of 
access are highly impracticable.. 

"The Company shall put, keep and maintain all parts of 
the System in good condition throughout the term of this contract. 



tw*»nf^ ^P^,,^ T^f^ S^^^^^^^^ respond to all service calls within 
nn^^n-f ^""^ correct malfunctions as promptly as 

possible but^m all events within fortyeight (48) hours after 

^te^^^'Itaf^ J^L'?^^ Complny ihall malntaf^^I 

coupetent staff of employees sufficient to provide adeauate anri 
prompt service to its subscribers. proviae adequate and 

th« niC^.ri-ol!'^!!! r^'^®''^?'' of Franchises, after consultation with 
i^!o w? °' ?^ - '^^^^^ issue such 

at?oS''lni^™I^^?^^^'^ regulations concerning the construe on? oper 

vmSns-^raJ^^^ 

«t«ri«t-^«„ ol^- ^^I'P^'^^ ^^^^^ undertake any construction and in- 
stallation^as may be^necessary to keep pace with the latest develoi 

way"5ervlSf:^J]:'o 

4 4^ n • wi^h the Director of Communications . 

iLJ^oi naT^!v°v» °f /I^"*"^^^^?^^ giving due regard to ' 

be improved or upgraded Cincluding, without limitation, the increa^ 
lul- S?J"J?^ *=^P^^^^y' ^he furnishing of imp 

the.institution of two-way transmission) ; he may order such improve 
ment or upgrading o£ the System to be effected Company Sithi 

a reasonable time thereafter. If the Company dispute 
germination or the reasonable time w^l^^^^ 

mented. It may. . o demand that the matter be arbitratedc o o" 
The franchisee also must carry out construction in accordance with 
normal building permit procedures governing s^ not inter 

fere wi^th City public 

if required by Ci t)r cons tfuctibri ; not interfere with the s ignals of 
any electrical systems in an by the s^^^^ in- 

terfere with an inhabitant's right to utilize an individual or mast 
aiitenn^; utilize 

able; and interconnect with CATV system^^ iai adjacent tefVitories 

4^^*^^ ^^^^^^^ years to interconnect with any 

broadband communications system). 



'}'-r-.:-\.:^ ^®rvi(:e, the franchises provide (in addition to 

the Above provisions relating to service and maintenance) : 



"The Company sha],l fuicnish to its subscribers and c?v$- 
tomers for all setvices the best possible signals available under 
the circumstances existing at the ^^mef to the satisfaction of the 
Director of Communications , and shaXA provide quality reception of 
its Basic Service to each subscribei so that both sound and picture 
are proUuced free from visible and audible distortion and ghost im- 
ages on standard television receivers in good repair o" 



On rates, the franchises provider 

"Rates for Basic Service to Residential Subscribers 
shall not exceed the foiloi^rtng amounts: 

1 o For service, $5 a month for the first outlet and 
$1 a month for each additional outlets 

2o For each converter, $1 a moritho 

3o For installation o£ each outlet, $9o95 and for : 
moving and reconnecting an outlet, $9e95o 

'•The Company shall file with the^^^ 
schedules which si all describe all service offered, all rates and 
charges of any kii:d, and all terms or conditions relating thereto o 
No rates or charges shall be made except as they appear on a schedule 

so fi-ledc .- 'v' • - 

''All rates , charges , and terms or conditions relating 
thereto shall be non-discriminatory o 

"The Board may at any or decrease any 

r ate ,> r equir e discpnt iniiance of ^^^^a^ , or revise or 

delete any term or condition applicable thereto upon a determination , 
made after a pu a 
particular rate, service or term or condition (1) explicity or im- 
plicity^ violates this contrac t^^^^ effect of urireasona 

restricting the use of Public Channels □ ■ 

"The Board may redu 
time af tier five (S) ye ars J^i^om the ef f ec t ive da te ,1 of this contract 
arid rates for Additional Service after eight (8) years from the ef fec- 
tive date of this contract upqn^^^ a determinatioii , made after a public 
he ar in g following notice to the Company , that such rates or a par- 
ticular rate can be reduced without impairing the ability of the Gomr 
i pariy to render service arid d^ prof it therefromo" 

The compensation to the cit^^ 

revenues from residential s to certain minima; 

10% of other gross revenues; and up to 25% of gross revenueis f rom 

pay television c In addition^, no charge shall b e mad e f o r the City 
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Channels; one free outlet shall be provided for every floor of "all 
prisons, reformatories, detention centers, hospitals, police and 
fire stations, day care centers and public schools;" a 25% discount 
shall be provided for Basic Service to other city agencies and to 
nonprofit and governmental institutions; and a 33-1/31 discount shall 
be---dccoTded for any ^dTHtlohai SerVi^'^pTdVided t^^^^ Cityo 

The City has the right to inspect the system's facili- 
ties, books and records; and the companies are. obliged tc furnish 
planning, construction , operational and fihancial reports to the City„ 
At the request of the Director of Communications , the cable company 
must send questionnaires to designated subscribers eliciting "their 
appraisal of the service they receive," with responses to the 
Director of Communications. The City has the right to cancel the 
franchise for noncompliance with the terms of the franchise ; non- 
compliance with any reasonable order"',?^direction or permit issued 
by a city agency pursuant to a provision of the franchise; non- 
compliance with any reasonable regulation of the Director of Fran- 
chises which is consistent with the franchise ; or inoperativeness 
of the system for 10 consecutive days or for 30 days in any 12 con- 
secutive months. There are procedures under which the City may 
acquire the facilities of the company in the event of cancellation 
or expiration of the franchise (ultimately subject to arbitration) . 
The franchises also contain provisions which: 
1. Permit the city to interrupt the system' s programming 
in the event of an emergency, , 

2o Prohibit the cable company from repairing television 



sets , 
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3, Require indemnification of the city for any liability 
incurred on account of the franchisee' s operations , and require the 
cable company to maintain specif ied types and amounts of liability 
insurance » ' 

- - 4„ R^ui^ th^ma-^s^aaace-s.^^ 

security for faithful performance of the obligations of the franchise 
So Require the cable company to engage in collective 

bargaining with its employees and not to discriminate in hiring o 
6 Prohibit cross -ownership or other affiliation with 

another, cable system in the City; a radio ^o 

signals are carried on the system on a regular basis; any television 
networlc other than a network consisting entirely or subs tantially of 
cable systems ; or any newspiaper or magazine whose principal circu- 
lation market is New York City«^ 

F 7 . Require the cable cpmpany to match any terms more 

favorabie to the City in the event of di^^ 

subsequently issued pursuant to competitive bidding (subject to 

■■•:arbitrat^ron) o ,-:.:\ 

8 o Require the system to extend ar;eas 

under/-"Cert ain vcircums tanceso v^-- 

; y set forth in 

Appendix F . ■ W/'' 
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VI . Gable Television in New York State 
~~ and in. the Nation 

A, Cable Television in New York State 

According to information furnished by the New York 

Cable Television Association:. 

There are 13 8 operating CATV systems in New York State, 
serving about 299,000 subscribers « This constitutes approximately 
S% of all television households in the State. 

The total pppulatxon of communities .-nd areas now wired 
for CATV includes 863 ,9 75 televisipn hotiseholds « Thus , the number 
of subscribers represents about 35% of the total number of potential 
subscribers in areas with access to CATV, 

Between 1966 and 1970, CATV has grown from 92 systems 

with 175,000 subscribers to the present 138 systems with 299,000 
subscribers. 

Franchises are outstanding in 63 communities where CATV 
systems are not operational. Of these, 45 are located within the 
35-mile zone of major markets and thus are Vfrozen'V insofar as im- 
portation o£ distant signals are concerned. An additional 11 are 
within the Grade A contours of major markets and must obtain a waiver 
under the, FCC s 1966 rules in order to import distant signals . Seven 
are within the 35 -mile zone of a small market and, while not "frozen" 
under the 1968 rulemaking, are subject to the restrictions there 
stated (one of these also is within the Grade A contour of a major 
market) , Only one outs tanding franchise is neither wi thin the Grade 
A contour o£ a major' market nor within the 35-mile zone of a small 
market. 



Of the total of 63 franchise holders, 23 are seeking 
waivers of top 100 market limitations and 13 are subject to a manda- 
tory stay because of petitions for special relief filed under the 
FCC's rulesd Seven of the total of 63 have proposed construction 
within the next six laontti^^^^^ ■ — 

There also are 251 additional franchise applications 
being processed in the State by various municipalities c 

Of operational GATV systems , the average number of chan- 
nels carried is eight. The average installation charge is $35oQ0 and 
the average monthly subscriber * s fee is $ 4 « 65 » More recently author- 
ized systems have installation charges averaging $21,00 and monthly 
service charges averaging $5.00, Forty-six systems are capable of 
originating programming Cthis figure , however, includes systems with 
no more tha.n automated services) . 

The size distribution of existing systems is as follows : 

l!luinber ofX-sabscribers Number of systems • 

■ ■■'Unde^'■■'500■■^-■'.^ ^ ■5S'^ -'^^ ■ 

1,000-1,500 18 

2,000-2,500 8 

- ■2v500-:. -:..:;3v:o'oo:- 3^^ ■ ■ 

3,000 - 3,500 4 

-^vSOO . - ^5>0'00 '^^:-/: ^ --^- '-^^^^ ■ -'^8 ' 

5,000-8,000 9 

■. ■-:;,r..v:Over;'£^000-:-^ - 8 

> This enumeration^ however , does no t t ake account of 

mult iple owner ship: of sy s terns o Th^xe are ele^ 
own more than one system. These are : ' 
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Owner 


systems 


wuraoei or 
subscribers 


Percent of 

total 
subscribers 

0.. 71 


Bradley TV Cable Service, Inc. 


3 


2,030 


C § U Video 


6 


2,317 


0.8% 


Chfemplain Cablevision 


2 


975 


0,3% 


Newhouse_ Broadcasting Co. 


8 


27,357 


~; 9a%-. 


TeleCable Corp. 




2,600 


0,9% 


TeleProitipter Corpo 




54,800 


18 c 3% 


Ala.h;-Gerry'^'- 




5,220 


1.7% 


Jerrold Corp, 


■'. 5 . 


8^450 


2.8% 


Long Island Cablevision 




7,679 


2.6% 


National Broadcasting Co, 




7,800 


• 2.6% 


V iko , Inc. 




5,208 


1.7% 


Total 




124,436 


41.0% 



Under recently adopted FCC rules, assuming they are 
upheld on reconsideration and judicial review j NBC would be required 
to divest itself of its two systems , and Newhouse would be required 
to divest itself of four of its systems with 16 ,186 subscribers— 
leaving it with 4 systems and 11, 171 subscribers , amounting to 3.7% 
of total New York State CATV subscribers 0 

On the other handp there are substantial systems in 
New York that are not affiliated with any multiple owner: two sys- 
tems serving Manhattan ^(Manhattan Cable , 19,541, and Comtel , 11,000) , 
and systems serving Bin^ghamton (16,211) , Ithaca (12 , 000) and Utica 
(10,000). The subscribers of these systems, combined with the sub- 
is cribers of the top 5 multiple owners (Newhouse , TelePrompter , 
Jerrold, Long Island Cablevision and NBC) , amount to 174,838. Even 



after giving effect to possible divestiture of 16,186 subscribers 
by Newhouse, these 10 systems would serve 158,652 subscribers or 
over 53% of New York State's CATV homes, (No consideration h^.s been 
given to the effect of NBC's possible divestiture, since NBC could 

sell its systems as a package) 

In response to questions concerning the basis of CATV 

charges , no answer was forthcoming other than that such charges , 
particularly the monthly service charge , are "traditional" in the 
industry . 

Examination of financial data supplied by the State 
Board of Equalization and Assessment , covering 93 CATV systems for 
the year 1969 , indicated the following industry-wide results (ex- 
cluding 7 with incomplete reports) : 

Number of systems Csome multiple owned) 

Net investment and working capital 

Gross earnings 
Net; earnings 



86 

$27,553v9 02 
$14, 788, 7 11 
$ 2 ,182 ,173 



Return on net investment and working 
capital 



7o92% 



■fe 



Operating Revenues as vpercentage of 
net investment " s 



56 o 70% 

The earnings of individual systems varied as follows (all 
percentages computed in relation to net investment plus working 
capital) : - 



Return 
Over 100% 
80-100% 
60-80% 



Under 
$25 ,000 

: ■ ■ -2. 

2 ' ' 



Gross Revenues 

$25,000- $100,000 
$100,000 $2 50,000 



$250,000- 



Over 



$1,000,000 $1,000,000 



0 
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Gross Revenues (continued) 



Return 


Under 
$25,000 


$25,000- 
$100,000 


$100,000- 
$250,000 


. $250,000- 
$1 ,000 ,000 


Over 
$1,000,000 


40-60% 


1 


1 




1 


1 


20-40% 


5 


2 


1 


5 


1 


10-20% 


S 


5 


4 


- .3 ■ ; 




0-10% 




^5 ; : 


■; 6-' 


•1 •■ 


1 


Loss 




8 








Total 


33 


21 


n . \' 


12 


3 



factors : 



Evaluation o£ these results is complicated by three 
(1) in some instances the commonly owned systems of a 
multiple owner are counted as a slnglie system and in some instances 
the commonly owned systems are tabulated as separate systems; (2) 
all financial reports ware summary in nature and generally were not 
audited; and (3) depreciation in the industry is taken over a rela- 
tively short pro jected life .resulting in relatively low earnings on 
inves tment for syst^s with low accrued depreciation and relatively 
high earnings on inyestment for systems with high accrued depreciation . 
■■See' ■Appendix:--G, ^V\v 

B . Cable Television in the Nation 
For purposes of comparison and p^^ 
useful to consider some national data 0 CATV growth, in the nation 

as a whole, is as follows r '-'-^ ^-i 

Systems Subscribers 



1952 
1953 
1954 
1955 
1956 
1.957 
1958 



70 
150 
300 
400 
450 
500 
525 



14,000 
30,000 
65,000 
150,000 
300,000 
350,000 
450,000 
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Systems Subscribers 



1959 


560 


550.000 


1960 


640 


U w U 1 V u u 


1961 


700 


725 000 


1962 


800 


850 00 0 

%J mj \J p V \J \J 


1963 


1 , 000 


95 0 00 0 
^ ^ \j p \j \j \j 


1964 


ilzoo 

Jk A M W V* 


1 085 000 


1965 


1,325 


1.275,000 


1966 


1,570 


i;57r,6oT 


1967 


1,770 


2,100,000 


1968 


2,000 


2,800 ,000 


1969 


2,260 


3,600 ,000 


1970 


2,350 


4,500,000 



There were 2,530 systems pperating in November 1970, 



serving 4,286 communities . In addition, there were 2,323 outstand- 
ing franchises issued to systems not operating and 1 , 460, -communities 
in which 2,552 franchise applications were pending. 

The size distribution of CATV systems nationally is as 
follows (size is as of February 1969 for systems operating on March 
■9, 1970) : >■;■: y ■ 



20,000 and over 


a 


10,000 - 19,999 


50 


5,000 - 9,999 


144 


3,500 - 4,999 


123 


2, GOO - 3,499 


279 


1,000 ' 1,999 


423 


500 - 999 


427 


50-499 


. 730 


49 and under 


46 


Not available 


260 




2,490 



Many of these systems are under common ownership. The 
largest system, Teleprompter , accounts for about 10% of all CATV 
homes; the four largest systems account for about 20% of all CATV 
homes; and the eight largest account for about 30% of all CATV 



homes . As to ownership by other media, the percentages of systems 



Systems Percent 

Broadcasters 910 36 „ 5% 

Telephone companies 146 5o8 

Newspaper-publishing firms 207 8=2 

Financial data for the industry at the national level 

appears to be unavailable. 

The Chanel capacities of existXH^-tstTV systems in 
1970, for the nation as a whole, are as folloivs: 



Over 12 86 

6 - 12 1,720 

5 only 459 

sub- 5 61 

Not available 164 



2;, 490 

Of these systems,- 1,019 are engaged in automated origi- 
nations (time, weather, news ticker, etc) and 226 are planning to 
engage in such operations,, A total of 399 systems are engaged in 
more extensive local originations (live or film or both) and 273 
are planning to engage in such operations The two categories are 
not mutually exclusive, and there is overlap in the figures given. 
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VI I o Positions of Various Parties Concerning 
Regulation of Cable Television by New 

York State 



In recent hearings before A^semblyman^ K Committee . 

Dncerned with Assemblyman Kelly's proposed CATV legislation, and in 
ther pronouncements^ filings and publications ^ a number of distinct 
iterests and positions have become videnf, 

Ao Consumer Interests 

There ^has been no organized consumer opposition to CATV 
aerations, and, relatively speaking , a paucity of consumer complaints 
le complaint heard most of ten pertains to landlord interference with 

tenant's access to CATV services o While the general lack of con- 
timer complaints is pertinent /it is hardly dispositive . Consumers 
ypically are poorly organized and inarticulate , part icularly^^^v^ 
5 here , no regulatory body has comprehensive juris^^^^ 
jsiness involVedo CATV is still in its promotional phase , arid ^ in 
rder to^^ obtain and retain customersV it usually must provide good 
ervice at reasonable prices ;: the same pressure may not exist as CATV 
ecomes more firmly entrenchedo And it appears to be conceded that 
A.TV will develop largely along monopolistic lines - - i , e o one CATV 
ystem for any given area/ 

In light of the monopoly character of the business, and 
ts potential importance to subscribers services expand , the 

overnment will have to cons ider such tradit areas as : rate 

egula:t ion ; adequacy of service ; and duty to serve : without discrim* 
nation. All are cbmplex b^ of adequacy of service 



has particularly unique aspects. The issues are: 

(a) What kinds of technical standards are appropriate 
in terms of (i) quality of reception, (ii) number of channels , and 
(iii) auxiliary aspects (localized service and presence of 
liihited two-way capability) ? 

(b) How well does the system meet the technical standards 
it. purports to follow; in terms of num^ outages, frequency of 
repair, and promptness and efficacy of repair? 

(c) How well does the programming of the system meet 
the wishes of subscribers? In many cases, CATV operators have dis- 
cretion both as to the distant signals they will import and the types 
of pTOgraihs they will originate = 

(d) As and when additional services are offered (other 
.than the relay and origination of television programs), further 

questions will arise as to the types of supplemental offerings, the 
standards appropriately to be applied, and the efficacy of enforce- 
ment of these standards. 

B. Educational interests 
One of the few groups actively pressing for state 
legislation at this time is the education group (school administra- 
tors, educational television operators, etc). They seek two things: 
(1) access to a minimum number of CATV channels for educational pur- 
poses (in addition to the CATV system's carriage of local or 
distant over-the-air ETV signals) ; and (2) some share of the proceeds 
of the CATV system to assist in financing educational programs. The 
figure most often mentioned in connection with the first objective 



is 20% of available channels without charge to the 'educational 
system. The second claim is more nebulous. Some educators seek to 
have a financial stake in the CATV system and receive a share of the 
profits; others urge a percentage of gross revenues. It seems to be 
conceded that there is no current problem of channel access, since 
most CATVs, with excess channel capacity, are prepared to make 
channels available to educators o* requesto There is not the same 
general willingness by CATV opera uors to make a firm commitment on 
future channel availability or to provide financial support for edu- 
cational programming. 

' C. Ciyil L i berties, ^Intellectual 

and" Re"lated Interests 

A rather diffuse group of individuals arid groups are 

concerned about the direction of CATV technology (some educators also 

"share this concern) . They seek to have the State asse rt regul atory 

authority with a view to changing the structure of the CATV industry 

and pressing for certain types of technological change. In the view 

of these parties , CATV should be operated as a common carrier; it 

should not he involved in program production and other mass media 

operations ; and it should provide a maximum number of channels with 

two-way capability so that both individuals and business firms will 

have access to broadband communications as and when desired: (a) 

the former should be able to '*dial a program*' or other informational : 

material (selected from a catalogvie) at whatever time he wishes- to 

watch it; (b) the latter should have access to. broadband cha^xneJ - for 

data transmissior and other business purposes* at economical rates . 
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Educators are concerned about the availability of two-way systems 
for instructional purposes, 

D. Municipalities 

Municipalities generally are opposed to State regulation 
of CATV. Arguments of "home rule" are advanced , and there is some 
fseling that local regulation will be more responsive to the wishes 
of the community. Naturally, there also is great concern about 
possible loss or diminution of franchise fees if State regulation 
ensues ; and there is some intergovernmental Jealousy about spheres 
oi influence. Privately, municipal representatives appear less 
dogmatic and recognize that they would have difficulty effectuating 
certain types of regulatory control. 

E. CATV Industry 

The ^ATV industry is strongly opposed to State regulation. 
They state that all possible areas of regulation either are preempted 
by FCC regulation or are adequately handled at the aocal level. They 
argue that they are an infant industry , the growth and development 
of which would be hampered /by still another layer of regulation (and 
possibly an additional imposition of fees) . They also argue that 
their record of performance is good and that they must continue to 
perform well if they are to compete effectively for the consumer's 
mtertainment dollar (as against "free" over-the-air television, movies 
sporting events, etc.). 

Two' points are particularly pressed. First V it is con- 
tended that CATV service, unlike other utility services, is not 
Svss'eritial aifd there are avaiiable competitive alternatives (notably 



over-the-air television signals). But except as these alternatives 
suffice to control the conduct of the CATV monopolist, the argument 
is unpersuasive: gas, electricity, telephone--allvere luxuries when 
they vere first introduced. And the availability of alternatives 
(e .g. fuel oil in place of natural gas) is not dispositive as long 
as there are those who do not regard the alternative as satisfactory 
(i.e.j^ viewers wl: do not regard over-the-air signals as satisfactory 
and wish to Kave CATV service available) . 

The second point is that state regulation, where tried, 
has proved to be a failure . Conne^-ticut is the example-generally 
cited. With regulation dating back to 1963, Connecticut has yet to 
achieve an operational CATV system. The argument may have value in 
pointing up the need to avoid the mistakes made by Connecticut at 
both the legislative and administrative levels .But this one example 
does not establish that proper state legislation, effectively ad- 
ministered , cannot^have a beneficial rather than a harmful effect on 
GATV.;'develppment-;. ^; 

Recently, the CATV industry has been seeking total 

federal^ preemption over all phases of CATV regulation. 

F. The Federal Communications Commission 
^ actions 

The FCC properly construes, its legally authorized/as preemp- 
tive when they conflict with inconsistent state or local regulations. 
However , the FCC does not appear to wish to preempt the entire field of 
CATV regulation,. but rather to develop, some kind of working relationship 
Withrstate 'aird "local' authorities. Unquestionably, there -^re sora^- 
areas--such as distant signal importation and copyright liability-- 



where federal law might well be considered to exclude any state 
regulation. But there are other areas--such as rates and service-- 
where' the FCC appears to be looking to the states for assistance. 

G. Other Groups 
No mention is made here of the interests of broadcasters 
and copyright owners, since their interests in CATV, while very real, 
are almost certainly going to be resolved at the federal level. Nor 
is any consideration given t^^^ interests of theater owners, sincfe 
their interest is related .solely to the suppriiSi^ion of a competitive 
mode, which, to be effective, must attract the patronage of consumers 
and be preferred by them. 



• VIII Variations in Cable Operations and Potential 

for Future Operations 
A. Functional Variations in CATV Operations 

Much of the discussion of the need for cable television 
regulation involves controversie the capabilities* of-C^TV - 

systems-- what they are, and what liiey might become* While it is 
impossible to anticipate and describe all of the potential uses to. 
which CATV systems might be put, a summary description of the areas of 
discussion, will be attempted. 

1. The video relay function . The initial, and still the 
primary, function of CATV systems is to receive over-the-air television 
signals at the head- end antenna and transmit them- -after suitable con- ^ 
version, amplification and filtering- --to the sets of subscribers. 
This function serves three interrelated functions : (1) it i rakes sign als 
a vailable which formerly re unavailable as a result of distance or 
trerrain; (2) it increases the number of available signals by importing 
additional signals from distant markets; and.,(3) it improves reception 
in areas, such as New York City, where buildings or other impediments 
cause "ghosting*- or other s ignal degradation (particularly troublesome 
to the subscriber in the case o£ color television) . It is the practice 
also to relay FM radio signals where channel capacity is available ; 
There is no question that the first-- two situations noted above (signal 
availability and signal augmentation) are the economic mainstays of the 
CATV industry as currently constituted. 

Technological advances in i^^'ation to television signal - 
relay include prog ^ive increases. I'ti the number of channels CATV 
systems can carry- -from"^ 3 to ~5 to i? 20--so that systems: of 40 or ^ 
more-channols are nov; in contemplation (Teleprompter ' s new ampli- 
fiers all have capabilities for handling 27 channels and a 42-channel 

O^m , is under c Jose) . there also are^ experiments 

™™™ — ^ 172 " ' , /, 



under way which would permit the substitution of short-haul microwave 
techniques for cable in areas where the cost of installing cable is 
very high (in effect, these short-haul microwave relays would replace 
some of the coaxial cable, the "trunk lines''^ I'unning from the head-end 
antenna to the subscribers' homes).' 

2. The video origination function . Beginning with automated 
services- -time, weather,news ticker, stock ticker--CATV systems have 
been expanding their capacity to produce video programming of their own. 
- Now a sub's t anti aa* and- g row ing" irt inb t'i ty ' £» f s y 5 1 em ' carry p f 6 gr a'ms ' "whi ch" * i 
are not picked up off the air— feature films; local sports events; 
locally produced news,, documentary and talent shows; and some syndicated 
film. While activity in this area is growing, originations still con- 
stitute a very i^mall fraction of the output of a minority of the industry. 

Originations may become more prominent as separate CATV 
networks come into being, or the CATV market becomes large enough to 
obtain rights to major entertainment offerings to the exclusion of over- i 
the-air broadcast^? . These two conditions both may be necessary and 
network operations may be accelerated by developments in satellite 
technology, which is particularly promising in the area of video net- 
working (since the"^ same signal can be transmitted simultaneously to a 
nuniber of CATV system antennas). 

^ Another element? of CATV originations which has pro^ 

implieations is signal filtration- -enabling programs of interest to a 
particular portion; of the: directed to that j 

area :Cfor example, a political subdivision, or a neighborhood embroiled ; 
in a particular local iii'»ue), while the remainder of the CATV system | 



receives other programming (of interest to them) on the same channel. 
While filtering (or subdistricting) is required under the New York 
City franchises , and is being considered in a pending FCC rule-making, 
it is not now an established aspect of CATV operations. 

The use of per-program charges also might accelerate ori- 
ginations in certain areas, particularly first-run movies and non- 
televised sporting events. 

3. Other one-way broadband functions . The foregoing 
ex ^ lusts existing CATV functions (except for a few pilot operations) . 
But the potential obviously i5 much greater. Possible proximate uses 
of CATV include: 

a. Facsimile distribution of newspapers . Like video 
relays and video originations , newspapers are a mass media requiring 
distribution in one direction only. With the addition of suitable 
sending and receiving devices (now being tested in connection with 
over-the-air television) , a CATV system could use one or more of its 
channels to distribute newspapers. The only problem here appears to 
be economic feasibility. 

b. Marketing. CATV channels , if sufficiently numerous 
could be used for, ^marketing merchandise. A subscriber could select a 
particular store (or particular line or merchandise, according to how 
the channels are arranged) and watch "the channel until an Item of • 
merchandise has been selected. The selection then could be ordered by 
telephone from the .ppropriate store--as is now done after consulting 
mail order catalogues or nc" paper advertisements . ThiS: type of 



operation is simply a specialised form of video origination, and re- 
quires no additional equipment. Its impl^^meiitation probably will 
depend on a substantial increase in channel capacity and appropriate 
classifications of channels sufficient to alter customer buying prac- 
tices (or appeal to particular kinds of buying practices). 

Mail, tel egram and : ?.essafie delivery . Use of CATV for 
this purpose vould require a combination of facsimile reproduction and 
a filtration process which directed dispatches to individual customers 
(mass mailings or general notices would be the same operationally as 
newspaper distribution, idt^ to encom.. 

pass limited distributions). Like all of the functions previously 
discussed, this function involves one-way distribution and thus is com- 
patible with this technolcgical\ aspect of current CATV operations. 
However, these messages are individual messages, not mass messages, so 
the filtration system would have to be so arranged that , through coding, 
a particular message reaches the set of the proper subscriber and no 
one else. This involves a filtration system of much greater complexity, 
and places a burden on the capacity of the system-since whatever 
channel capacity or portion of channel capacity is being used to deliver 
a particular message cannot be employed simultaneously for other 
messages; the entire path ofjt-he one-way system from point o£ origin 
to the subscriber's set is preempted for the duration of the message 
(for this purpose a "path*' may be intervals in the division -of a channel 
by various multiplexing techniques). However, the prospect nonetheless 
is a proinising one since: (1) mail can be transmitted in off-peak 



hours of the late night and early mcrning when there is little other 
demand for channel capacity; the channels are wide (6 MHz), so messages 
could be transmitted without consuming much time; atnd thr;- wide channels 
lend themselves to subdivision for this purpose, including various 
multiplexing techniques . (This discussion assumes that the message 
reaches the CATV origin point by some non-CATV process - -telephone o if 
other lines from local areas, and intercity microv;ave from remote areas 

• - - > 4 . > Lihiited two-v/ay capability .- -There has been considerable • 

discussion of using CATV for two-way transmissions, but the concept is 
not free from ambiguity « On the one hand, there is the possibility of 
Haviiilfva limited return capability (e.jg. , a single narrow-band or broad- 
band channel to the point of origiri). On the other, there is the possi- 
bility of having multiple broad bands channeled in a variety of direc- 
tions. The nature and importance of the distinction will be illustrated 
in the examples ^hat follow. 

a. Marketing . As noted above, the subscriber could use 
the telephone to comufnunicate with the store to make ia purchase seen 
while watching a video market display origination. The alternative 
would be to have a telephone chanilel running to the point of origin as 
part of the CATV system,^ on^which the sel^^^ could be registered in 

much the same way as if the order were transmit t^^^^ 

CATV system would then arrange toj relay the orders to the appropriate 
store • Since svch a one-way return channel would preclude questions 
and discussions , I probably it would be less advantageous than the tele- 
phone o 



b. Polls and votinp. The same telephone grade chan.nel 
running in the reverse direction could be used -o register votes or 
other responses to a program received over a CATV broadband channel. 
For this limited purpose, the reverse one-way channel probably would be 
preferable to an independent telephone connection. 

Instrtsctio nal television . The same operational format 
would permit students to give responses to questions posed by an in- 
structional program over a broadband channel. For examinations or self- 
testing, the previously described technology probably would suffice. But 
if the nature of the messsge received by the student from the set is to 
vary in accordance with his answer to a question, it would be necessary 
to use multiple channels (or a subdivision of channels) and a fairly 
complicated filtration process. To permit a full-scale dialogue, it 
would be necessary to have more than the limited two-way capability 
here under discussion. 

d. Program selection. Thi^ re has been much discussion of 
the possibility of a subscriber ordering a program out of a catalogue 
and viewing it at a time of his own selectionv- Limited two-way capabi- 
lity would suffice to place the order- -only a telephone grade bandwidth 
(or less) is needed for this purpose. But the CATV system would have 
to provide a separate "path" (here, presumably, a full channel) from 
the point of origin to the subscriber's premises. This involves capacity 
far beyond anything ^hat present CATV systems, or prospective CATV 
systems, seem rifely to be able to handle (in contrast to mail, which can 
be compressed into short time intervals and/or narrow channel space and 
sent with substantiaLl discretion as to timing) o 



V A pilot system on Cape Cod is being developed to enable 

subscribers to dial programs ; but the system requires separate cable 
pairs from the CATV exchange to the individual subscriber. It is esti- 
mated that larger versions would require 10 exchanges per square miie,- 
The alternative to switched systems (discussed- hereafter) is a radiai' 
system c£ this type with separate paths/ from point of origin to each 
subscriber. If multiple exchanges are employed-, presumably switching 
capacity also will be needed. In either case , a technology would be-- 
involved that seems well beyond the present generation of CATV systems. 

e. Other ordering of information services . With respect 

to remote viewing of library boo' or access to computers, the problem 
is much the same. The telephone grade line to the origin probably 
would suffice, but would the system have sufficient separate '•paths" 
to various subscribers calling for diverse services at different times? 

f. Protective si ces , Here a somewhat different pro- - 
blem is posed. There is no need for the CATV system to communicate with 
the subscriber. The problem is • to view the- subscriber^ s premises to— 
protect* against • fire > burglary or other- damage v The function-is ^ so-* ^ 
disparate from the normal CATV- funiition"^ thaf^ it- is dif f icuit to-see ^why 
it should be related to- CATV -<as^opposed- ^o^^ t 

undoubtedly it is technically feasible, and ''reverse'' broadbands'-conld 
permit a viewer at the origin ttf- seen- each subscrihe^^^ 
problem would be to hire a sufficient number of viewers at the-^oyigin 
point , since there is a limit to how ^many sets a single person can^ - 
watch, (If watching is not involved, and the alarm is some kind of- 
automatic-signal, then a narrowband return^^ channel should suffice. 
The same technology would: accommodate meter reading.) 



5. Unlimited two-way capability ^ hf broadbands are to be 
dedicated to individual use^ and if one sender is to, .be able to reach 
different receivers , probably it will be necessary to go to a circuit 
switched system analogous to the telephone, or. at least a message- 
switched system operated by store-and-forward computers. Both would be 
a substantial technological leap beyond existing CATV systems o But 
without such switching capability it is difficult to conceive of the 
CATV distribution system (in contrast to some of its interconnecting 
facilities) being used for some of the purposes frequently mentioned: 
data transmission, and face-to-face or multi-party video conferences 
(for educational, marketing, financial or other purposes). For such 
purposes, and also for some of the purposes previously mentioned 
(notably ordering progrsuns or information unique to each subscriber) , 
a whole new generation of CATV systems will be required, probably in- 
li^olving separate cable pairs from each subscriber to a switching center 
Canalogous to the present telephone network) . 

6- Summary > Based on this very simplified discussion of the 
present and potential technological aimens ions of CATV, it would seem 
desirable to press ahead in areas involving filtration , maximum channel 
capacity, and limited two-way capacity (a telephone grade channel in 
the reverse direction) o However, two-way broadband transmission appears 
to present a subs tantial advance over present technology and should not 
be permitted to detain present CATV development. Of the functions 
enumerated, the following appear to be reasonably within range of , 
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existing CATV systems: 1, 2 (including filtration) , 3a, 3b, 3c (as to mass 

mailings), 4a, 4b, 4c (short of full-scale dialo gue) . The following 

appear more problematical : 3c (as to individual mailings) , 4d, 4e, 4f. 
Unlimited two-way capability (o) seems remote. . 

B , Prospects, for CATV Development 

The extent to which the potential of CATV becomes a reality 
depends upon technological considerations only in part. The major pro- 
.blems are ecQnojni,c and political. To consider these, factors , it Is ... 
well to distinguish New York City (and immediate environs) from the 
remainder of the State, 

1. Development in New York City . New York City is almost 
unique among American communities in that the future of CATV in the 
City is wholly independent of the problem of importation of distant 
signals (and thus is largely independent of FCC policy) . New York 
City has a plenitude of off-the-air broadcast signals and the CATV 
entrepreneiir is not going to obtain subscribers by undertaking to 
import additional signals (the ds«i»ed signals , sought to be imported 
elsewhere , come from New York City) . "Hie: promotion of CATV in New York 
City will depend oh: (a) the extent to which improvements in television 
reception is valued by television viewers; (b) the extent to which CATV 
systems c«nideliver attractive mass appeal programming of their own, 
not available ol. che-air, such as Ranger and Knickerbocker home games 
and uninterrupted movies; and (c.) the extent to which CATV services 
of an ancillary nature- -such as a stock ticker, or closed circuit 
programs for specialized audiences (doctors .businessmen , administrators) 
- -G^a expand the number of subscribers . As the CATV market expands, 



and more subscribers are attracted, more funds become available to- 
the CATV operator to bid for attractive originations and to explore 
additiohal ancillary services --which, in turn, provide the foundation 
for further expansion. 

Because the New York City situation is so unique, it is 
impossible to predict with any pretense of accuracy the extent to 
which CATV service may grow there. But the City market is so large- 
over 2,700,000 television households in New York City and almost 
1,000,000 additional television homes in the immediate New York State 
environs— that even if CATV penetration is limited to modest propor- 
tions-'-say 20% — the resulting market would suffice to support a number 
of CATV systems larger than the largest existing system (San Diego, 
39,000 subscribers). At present rates, and in the absence of any 
special charges for particular programs or ancillary services, the - 
annual revenue from a system of 100 ,000 subscribers would exceed five 
million dollars. , 

The only obstacle to growth in the New York City area is 
the danger of perverse governmental policy. If experimentation is 
restricted; if revenues are depressed by stringent rate regulation 
or excessive fees or taxes; if the entry of new systems is retarded- - 
the necessary cycle of (a) attractive programming, (b) increased 
penetration, (c) increased revenues and (d) augmented programming, 
may be stopped short of its fCill potential. Thujj, as to New York 
City, regulation should be held to a minimumc The most useful ■ thing- 
that the- government could do at this time-is to assure that landlords 
do nol: impose obstacles to tenant subscription' to CATV. In renf - 
controlled buildings, laridiords are permitted to assess tenants $2 
additional per month for .CATV service. 
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In both rent-controlled and non-rent-controlled builr'ings , landlords can 
insist upon payment from the CATV operator to permit entry to the build- 
ing. Both practices have a retarding influence on CATV penetration and, 
as a consequence, restrict its development 

2. Development in other areas of New York State . The 
remainder of Nev^r York State is not unlike the remainder of the natio*^ , 
except that it is more heavily urbani zed. than most sections. The 
critical factor here is the importation of distant signals , and the 
major problem is FCC policy. With a relaxation of FCC policy on dis- 
tant signals, it is not unrealistic to expect that CATV systems would 
penetr^Lte to the extent of 40^ to 50% of television households, even 
in urban areas with three network signals available,' This has been 

of the United States where distant signal importation has been permitted. 
For such significant markets as Buffalo, Syracuse, Albany-Troy- 
Schenectady, Rochester and Binghamton, the potential is sizeable^ The 
television households in these markets (most but not all of which are in 
New York State) total over two million— enough for eight to ten CATV 
systems with over 100,000 subscribers each if 40 to 50% penetration is 
assumed.. '.' .v .*■ ■■ ;. ,.■:' : ^ r' - " 

As noted above, the principal impediment to the development 
of CATV in New York State (outside of New York City) is the FCC ' s 
disitant signai importation policy o If the state is intercsted in 
furthering CATV development , it should consider participating actively 
in seeking to resolve the diistant sigha 

3. The un de r ly i n g probl em of de ve lo pmc :i t . The development 
of CA1 V : requires capital i Capital may come from . two general sources : 
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(i) government, or (ii) private industry o With the budgetary problems 
facing federal^ state and local governmental bodies today, it is beyond 
the-realm g£ possibility that any- substantial amount of capital will 
be forthcoming from public sources (although public participation: may- 
prove possible in some instances) « *• -This ^ leaves - the problem of capital 
supply to the private sector , which, as is well known, will advance 
funds only when the anticipated return more than compensator) for the 
risk involved. CATV is promising, but it is a\fio a risky bus iness • 
This means that the anticipated return- -while not quantifiable in pre*^- 
cise terms--will have to be substantialo Substantial returns depend 
upon two things : (a) substantial gross revenues, and (b) ii significant 
max gin of profit from those revenues. 

(a) The only present source of substantial revenues for 
CATV systems is the mass television audience--interested in imported 
signals, attractive originations , and • improved • reception i No one has 
suggested any other source- of substantial revenues-for the CATV industry - 
as presently' constituted; a -one-way mass- medium with significant i-bmt 
not unlimited channel - capacity 6 - -Unless CATV can- obtain" substantial 
revenues by attracting large -segments of * the- television' audience; ^its 
growth unquestionably will be retarded; if' not halted" entirely^ 

(b) The ability of CATV to retain a substantial margin of 
its revenues as profits is threatened by the prospect of stringent 
rate regulation on the one hand, and the payment of exten<?ive fees on 
the other Cto municipalities , to copyright owners , to educational 
television). The reduction of the profit margin can be just as damaging 
to the development of CATV as the reduction of g::oss revenues o If the 

* Revenue bond available for CATV operations 

of proven feasibilltyo ^ ^ ^ 
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margin becomes inadequate, the necessary private capital will not be 
forthcoming. 

At some point in the industry's development, rate regulation 
may be useful not only in preventing consumer exploitation bat in 
expanding the demand for the industry's product - -which probably is 
sensitive to price reductions » But tliis is not the present problem^ 

Many of the proponents of CATV development seem unwilling 
to face these realitiesc They are interested in the potential of CATV 
for providing many services other than additional popular programming 
for the mass television audience - -educational purposes, governmental 
purposes, business purposes. But unless some other motive force for 
development is uncovered"; these other purposes will have to ^remain 
secondary to mass appeal televisionrprogramming . Without the impetus 
provided by the latter, CATV will not be available to serve any 
purpose o 

■ ^ ■ ■ ■ ■ . ■ ■■ . ■; 

This approach has its drawbacks <, A system designed for mass 

appeal television programming may not serve as well some of the other 
purposes envisagedo But many of the other purposes are compatible with 
CATV^ s primary role (particularly through use of fi Itration devices , 
, large channel capacity and limited two-way capability , as described 
above) . Those which are not- -which require unlimit'ed two -way capability 
and switching- -may have to wait for the next generation of CATV develop- 
ment or may have to come via another Jrcute (i oC o , the telephone company) 
But there is much to be gained from more A^xtended development of the 
present- gene riat ion of CATV sys terns (wi th, perhaps , some limi ted modi - 
fi cat ions ) ;> -and, in t h e ab s e n c e o f a mas s i v e governmental f inanci al 



commitment, there seems to be no alternative to following the route 
dictated by the mass television audience ^ 

It is difficult to predict, at this point in time, how long 
it will take for the non-video functions of CATV to develop^ The one 
thing that i£ certain is that if t e video functions do not develop 
(through signal importations, program originations, and improved 
reception), nothing else will be forthcoming from CATV* Unfortunately, 
the only road to the long-run is through the short-run o 

In order to dispel any misconception, it should be empha- 
sized that the short-run potential of CATV is not insubstantial. The 
wishes of millions of television viewers for additional mass appeal 
programming are not to be ignored- -without regard to how others may 
judge the nature or quality of that programmingc These persons act 
as free men, and as consumers , jus t as much when they watch television 
as when they decide where to live, what to purchase, and how they will 
spend their leisure time generally c In addition, the availability of 
programming £ot minority interests, for local political and community 
affairs, for educational and governmental purposes , will be expanded by 
CATV--with, perhaps, some appropriate regulatory inducement ^ And even 
as presently structured, the CATV industry offers ample opportunity 
for experimentation with new techniques in educational instruction , in 
newspaper distribution, in mail delivery /i:. :;;^ j 
of other areas « Although the millenium of universal tworway switched 
broadband coi^municat ions may not be reached at the outset , substantial | 
gains are possible and should not be foregone . ! 



IX. Recommendations and Conclusions ' 
It is recommended that CATV operations be subjected to 
State regulation; that the agency exercising such regulatory author- 
ity be the New York Public Service Commission; but that the regulatory 
legislation adopted be carefully limited to take account of the exist- 
ence of extensive federal and municipal regulation in this field, 

A. • Franchising 
As to existing CATV companies actually engaged in oper- 
ations, it is recommended that the new legislation confirm their 
franchises (subject to any infirmities which are in issue in pending 
litigation and subject also to compliance with Commission regulations, 
inf ra) i There is no indication that any existing CATV operator is 
unfit , 

J ■ ■ ■ ' 

As to outstanding unexercised franchises , it is recommended 
that they also be confirmed if either (ij^i^e franchise holder and 
the franchise meet minimum Commission requirements, infra ; or (ii) 

prior to the effective date of the Act, the franchise holder has en- 
caveats as' operating systems), 
gaged in substantial construction of its system. (subject to' the same/ 

As to the issuance of new franchises, it is^^^^^^r^ 

that the choice be left to the municipality to be served, subject 

to the following limitations: 

(a) the applicant shall meet such minimum qualifications 
as to technical, financial and character fitness as the Commission . 
may by- regulation prescribe. . 

(b) The system p by the applicant shall meet such 
minimum requirements as to constrt iOi> frnd operation as the Com- 
mission may, by regulation prescribe^,^ ^^^^ 
might bear on the environment » 



(c) The applicant shall file, simultaneously with the 
municipality and the Gommission , such information as the municipality 
and the Commission require. The Commission shall by regulation pre- 
scribe the information it requires. relating to (i) the system pro- 
posed to be constructed by the applicant; (ii) the applicant's pro- 
posed motle of operation; and (iii) the technical, financial and 
character qualifications of the applicant to construct and operate 
the system proposed. The Commission may, by specific order, require 
the submission of supplemental information. 

(d) No municipal franchise shall become effective unless 
it has been approved by the Commission, However, the bases upon which 
the Commission may disapprove a franchise shall be limited to the 
following:, (i) the applicant does not. conform to the minimum finan- 
cial, technical and character qualifications prescribed by the Com- 
mission; (it) the system proposed does not meet the minimum require- 
ments of the Commission as to either construction or operation; 

(ill) the grant of the application would violate a regulation or 
policy of the Commission in an area of CATV operations which the 
Commission, by statute, has been specifically empowered to adopt 
(see discussions under specific headings, infra ). 

The result of this proposal is that the Commission is 
given full authority to assure that CATV operators ,and their systems 
meet minimum standards (which may be related to the size of the 
conunuility to be served) ,vbu^^ than one 

qualified applicant, the choice among them is left to the municipality. 
The reasons for this approach are as follows : 

(1) As long as minimum criteria are satisfied, and no • 
^x^ress Cqnimissipiv regu 



difficult to make a choice among qualified applicants - -particularly 
from a distance. The FCC's sufferings under the burden of compara- 
tive television proceedings amply demonstrates the morass into which 
an agency can sink in attempting to make such choices. 

(2) In an emerging industry, the terms of the franchise 
are likely to be a matter of bargaining between the municipality on 
the one hand, and the various applicants on the other. As long as 
minimum criteria are met, and no express Commission regulation or 
policy is contravened, the local governing body would appear to be 

the most appropriate agency for determining which ''package" of arrange- 
ments is most beneficial to the particular community. 

(3) To be sure , local agencies may be corrupt or may show 
favoritism to an applicant based on extraneous considerations ( e .g. , 
political affiliations). But state agencies are not immune from 
these vices, and probably it is less damaging to the State if the 
officials of some town or city behave improperly in a single case 
than if a State agency does so in a whole series of cases (as the 
Fee did in the fifties in respect of television licenses). Moreover, 
assuming compliance with all Commission criteria, regulations and 
policies, it is very doubtful (a) that it will make much difference 
who obtains the franchise, or (b) if it does make a difference In a 
particular case , that the Commission will be able to predict the 
difference in advance One possible exception is where the contestants 
are a business firm on the one ha.nd, and some form p nonprofit 
organization on the other . But this kind of choice- -which goes 
directly to the ''package" of benefits to be derived- -seems like one 
the municipality should be able to make for itself . 



There is one situation in which the Public Service 
Commission should have power to certificate a CATV system directly o 
Where it appears that a viable CATV system requires a franchise from 
more than one community, and the communities involved are unable to 
coordinate their franchising functions and agree upon a common form 
of franchise for a single operator, the Public Service Commission 
should have power to resolve the impasse by directly certificating a 
CAT^*" operator and specif ying the terms and conditions of its opera- 
tions • But the initial authority would continue to rest with the 
municipalities o 

In addition to the foregoing powers, the Commission should 
have an advisory role in the franchising field : (a) preparing model 
franchises for use by municipalities of different size^?; and (b) 
providing consultation services for municipalities seeking guidance. 
This may be particularly valuable i^'here the desirable boundaries for 
a CATV system do not coincide with. political boundarieso 

The role described above is a limited one ^ but one that 
is considered necessary* Municipalities are not experienced in this 
area,and franchising of CATV systems will not recur with sufficient 
frequency to permit the development of municipal expertise^ Unguided 
municipal franchising of other utility services in the past generally 
has proved to be disasterousa And, as a practical matter, if the 
Otate doe^ here, the FCC will preempt the field by 

licensirig all CATV systems and prescribing its own standards . From 
the point of view of both speed of decision, and sensitivity to 
local problems , it is believed that the Public Service Commission 
would be preferable to the FCC p (In the area of intercity bus 11- 
censes , for example, where approval by both the Public Service Com- 
mission and the municipalities concerned is required, the CoiJimission' s 



decision almost always precedes the various municipalities decisions O 
Finally, there appears to be no alternative where viable CATV bound- 
aries do not coincide with municipal boundaries. 

The question of multiple franchises for the same area 
will be discussed in several subsequent contexts c For the reasons 
there indicated, it is not recommended that the Commission have author- 
ity to preclude multiple operations in the same community o However, 
Commission approval should be required in the case of a transfer, re- 
newal or amendment of a franchisee 

No mention has been made of regulatory restrictions per- 
taining to franchise term, franchise exclusivity, or the procedures 
for obtaining franchises. Minimum requirements covering these points 
might well be added, although probably they would be superfluouso 
Franchises are now required by State law to be 



State law requires that the award of franchises be pre- 
ceded -by notice and public hearing (and State advisory services are 

recommended herein) o 

And, as indicated in subsequent discussions, objection- 
able franchise provisions can be overriden by State regulatory meas- 
ures. However, a limit of 20 years on any franchise term would not 
be unreasonable 0 

Bo Rates a 

; rt is recdmmehded that the Commission no undertake ; 

general rate regulation of CATV systems at the present timoo It is 
riconimehded that the Commission limit its rat^ac the ^ollow- 

-■ •in;g'v"areas.:- ;„ ■ ■ '■- 



CI) Where a CATV franchise stipulates the rate -to be 
charged^ the Commission shall assist the municipality in assuring 
that the rate stipulation is respected. 

(2) Where a CATV franchise does not stipulate the rate 
to be charged, either generally or in a particular context, the 
Commission shall fix a rate equal to thd rate generally being stip- 
ulated, in similar franchises issued at about the same time in the 
same area* 

(3) Whether or not required by the franchise, discrim- 
ination among subscribers similarly situated shall be prohibited. 
Any provision to the contrary in any franchise, existing or newly 
issued, shall be declared void as against public policyo However, 
free or reduced rates to governmental, educational or charitable in- 
stitutions shall not be considered to be unjustly discriminatory. 

(4) No provision in any franchise relating to i-ates shall 
be binding upon a municipality for an initial period longer than 

ten years or a subsequent .period longer than five yearso If a CATV 
system declines to renegotiate rates (on an unrestricted basis) 

ten years after the date of initial issue of the franchise, or 

five years after the date of any renewal, or if the munici- 
pality and CATV operator are unable to come to agreement on rates 
prior to the expiration of the initial ten-year period or subsequent 
five-year period, the Commission, on petition of the municipality, 
shall order the CATV operator to present its financial records in 
conformity with the Commission ' s system of accounts , and shall adjust 
the CATV operator *s r2ites,^ b^^ oper- 
ator 's revenue requirements- -all in accordance with normal public 
Utility ratemaking standjardSo^^^^^^^^^^^^^^^^^^^^^ 



(5) in the event of conversion of a CATV operator to a 
••communications common carrier" (see infra ) , the Commission shall 
have authority to regulate the CATV operator's rates in the same 
manner as any other common carrier. 

(6) In the event the CATV system fails to meet any 

■ r ■ 

statutory or franchise obligation, the Comraiission may order an appro- 
priate reduction in rates (see infrap , In the event service improve- 
ments are directed, rates may be revised upward (see infra ) , 

Rate regulatory authority is circumscribed, in the manner 

described above, because: f 
■(a) At the moment, there appears to be no pressing con- 
sumer demand for rate regulation , and a firm' s ability to earn "ex- 
cess profits" during the promotional phase of an industry is a desir- 
able stimulant to industry development. 

(b) Franchise rates often are part of a bargain, and, to 
the extent other overriding considerations are not involved, it would 
be- unfair to tamper with but one aspect of the bargain.- 

(c) The exceptions to this proposition are intended to 
cover franchises lacking rate provisions (point (2)); possible in- 
stances of rate discrimination (point (3)) ; situations where a muni- 
cipality has acted improvidently in binding itself to particular 
rates for too long a period of time (point (4)); s.ituations, to be 
discussed later , where the nature of the CATV system! s operations 
are radically changed (point (5)) ; and situations where the CATV 
operator has fai led to mee t its obrli gations or is unable to inee t: new 

community needs (point (6)) i^ u^ 

(d) Fixing rates for CATV operations in accorda^ 
normal utility techniques would be extremely difficult at this time 
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ibecause o£ the large number of CATV systems in New York (presently 
J 452 operating, franchised, or being franchised in the State); the 
^,;sTrtall size of many of the State's CATV systems (the majority o£ oper- 
ating systems have less than 1,000 subscribers) ; and the variations 
ill system operations depending on community size and nature and ex- 
tent of original programming. Hopefully, most rate questions will 
be decided in franchise negotiations or renegotiations and Commission 
intervention will not be required except in extreme situations. 

Yet the situations described above do appear to be appro- 
priate for Commission intervention, and, through proper procedures, 
the interests of all parties can be protected. Additional areas for 
Commission intervention may become apparent in the future if munici- 
palities do not adequately protect the interests of all their residents 
C. Service : General Quality of Existing Service 

The most serious deficiency in present franchise terms 
is in the area o£ service; service requirements are highly variable 
and most clauses are vague and general . While there does not appear 
to be great discontent among subscribers on this score at present, 
many of the discordant notes come under this heading. With respect 
to service, it is proposed to supplant franchise regulation in a 
number of areas . . 

(1) Where construction or operation of a CATV system is 
unreasonably delayed, or extension of CATV service to all areas with- 
in the system 'iS franchised territory is unreasonably withheld;- the 
Gommission may either (a) vacate the franchise for non-use, or (b) 
order the construction and operation needed to remove the unreasonable 
delay or withholding of serviceo In determining whether delay or 



withholding of service is unreasonable, economic feasibility shall 
be the principal criteriono 

, (2) ' ems shall be constructed and operated 

in accordance wi' i v.cJuxical standards as the ^CC and the Public 

Service Commission shall promulgate to assure high quality of ser- 
viceo This Commission should urge the FCC that , whatever stance it 
ultimately takes on technical standards , the determination should 
not be preemptive of supplemental State standards (at least in the 
absence of an FCC determination that the supplemental standards con- 
flict with -federal standards) o 

(3) All CATV systems shall maintain local offices or 
local telephone connections in the communities they serve ; all de- 
ficiencies in service shall be promptly remedied; and the municipality 
and the Commission shall be notified, not less often than every three 
months , of the complaints of subscribers received during the report- 
ing period and the manner in which they have been met (including the 
time required to make any necessary repairs or adjus o 

(4) The responsibility for assuring a high level of ser- 
vice shall be exercised jointly by the Commission and the municipality 
involvedc Either may act on a subscriber complaint, but the primary 
responsibility for day-to-day surveillance sihould continue to rest 
with the municipality o The Commission should act only if (i) it re- 
ceives complaints directly from subscribers ; or (ii) the municipality 
requests its assistance; or (iii) it is apparent, after a review of 
the CATV 's reports and consultations with municipal of ficials, that 
Commission action is required in order to assure adequate service^ 

If good CATV service is to be assured, it is essential 
that standards more definite than-those included in most fraiichises 



be articulated at the State level , keeping in mind the possible need 
for different standards for communities of different size. Most com- 
munities have not negotiated franchise service provisions sufficiently 
protective of the interests of their residents » Most communities 
lack the manpower and tc »hnical .expertise needed to formulate and im- 
plement meaniiigfui service standards. And,,f inally , most franchises do 
not provide sufficiently effective remedies for dealing with service 
problems. Provisions for rate reductions are rare or non-existent. 
Provisions for bonds for faithful performance , or security deposits , 
?trr. j-r'^sent m some^^ i stipulated are grossly 

inadequate p Provisons for cancellation are common, but the ambiguity 
of the service requirement of the franchise, the Draconian nature of 
the remedy, and the possible unavailability of a substitute cable 
system, make cancellation an incomplete solution to the service prob- 
lem. The Commission would, be in a position to articulate definite 
service standards ; revise them as necessary in light of the state 
of the art; police them with experienced personnel where called upon 
to do so; and enforce them, where necessary, with rate reductions or 
other appropriate measures 0 

It is not intended to exclude municipalities from the 
service areao Any service requirements in the franchise , not incon- 
sistent with federal or state requirements , should be preserved. If 
dissatisfied with an existing operator, the municipality should be 
free to franchise a competitor under the same conditions as any hew 
entrant might be franchised (and to cancel the outstanding franchise 
if grounds exist) / And t:he ini^ for enforcing 

service standards (point (4) ; above) is left to municipalities for 



the most part. The service area is one in which the cooperative 
endeavors of both the eommission and the municipality involved could 
be usefully employed for the benefit of subscribers. 

Nor are the imposition of service obligations unfair to 
existing CATV operators. Surely they will not maintain that they 
bargained opportunity to unreasonably withhold or circum- 

scribe serv^^c, or to render service of inferior quality; or to fail 
to remedy service deficiencies promptly. Any such bargain would be 
unconscionable and unenforceable by a firra occupying a monopoly posi- 
tion. The provisions for requiring adeqiate service merely articulate 
and make more enforceable, an aspect of the franchise that should be 
implicit in any bargain concluded in good faith, and is^ made explicit 
in many franchises- -albeit in highly general terms. 

D. Service: Major Changes in Existing Servi ce 

The preceding discussion was concerned with maintaining 
adequate levels of service of the type envisaged when the franchise 
was granted . As the state of the art advances , or community needs 
expand, it may be desirable to requirre : (a) a larger number of 
channels , (b) two-way capability, (c) community origination centers 
or filtration arrangements ,(d) additional facilities for intercon- 
nection, or (e) other major changes in the system. Some such require- 
ments may be imposed by the FCC o It is probable that the State also 
will be able to act in this area as long as federal standards are 
not contravened. 

In the granting of new franchises, no problem would be 
presented. The franchise would have to conform to FCC a^d State 
regulations as of the time it was executed, and such regulations 



could encompass aid requirements thought essential at thetimeo 
For example / where school district boundaries do not conform to 
municipal boundaries, a requirement of common operation or intercon- 
nection of CATV systems could be imposed to facilitate programming 
by the school districto Where / however , extensions or improvements 
in service are to be imposed on existing CATV systems, a serious 
"'^i^oblem may be presented in creating an imbalance in the franchise 
i.>argaino The franchise rates may not suffice to cover the costs of 
providing additional services o Accordingly , it is recommended: 

(1) That the Public Service Commission be authorized to 
require changes in CATV operations - -such as additional channels , 
two-way capability, additional origin points, filtration devices, 
and interconnection facilities" -where necessary either to conform 
to FCC requirements or to implement a Statewide objective of over- 
riding concerno 

(2) That in the event such c^hanges are ordered , the 
Public Service Commission shall consider the magnitude of the costs 
involved and, if the costs are substantial, permit the CATV systems 
to increase their rates to recoup the additional costs <, If the 
change is made to enable new service offerings , the costs may be 
recouped by rates charged for the new service of feringSo 

(3) That in the case of changes which ^re not required 
by the FCC, and are matters primarily of local rather than Statewide 
concern, the Commission may order a CATV system operator to canvass 
its subscribers as to their wishes , indicating the. changes proposed 
and the additibnal rates required (if any) to implement the changes • 
I£ a majority of the subscribers responding approve the proposed 



c&anges^ the Commission shall cider their implementation and authorize 
the additional rates (l£ any) needed to implement the changes. 

The fluidity of CATV technology, and the potential of 
CATV to serve diverse needs , require a mechanism more flexible than 
that afforded bv the typical fianchiseo States will have to yield 
to the FCC on such matters, and the municipalities will have to yield 
to the State But considerable discretion should remain at both 
the State and munlcipai levels 

This is an .area where--^the -f^^ 
cult to predict o The recommendations set forth above are intended 
to accommodate discretionary action at both the State and municipal 
levels, to meet changes in technology and community needs , and , at 
the same time, protect CATV systems against unfair impositions 
which vary markedly from the requirements of their franchises a 
Eo Interconnection and Sys tem Coordination . : 

Subject to the requirements of the preceding section, 
the Commission should have authority to require the interconnectipn 
of CATV systems subject to its jurisdiction o The matt not 
covered by most franchises , nor by any FCC regulation o While the 
FCC may impose some requirements in this area, preemption is not 
inevitable a The matter is particularly critical where s chool dis - 
trict boundaries do not coincide with municipal boundaries , thereby 
possibly impeding programming by the school district over the CATV . . 
systems ■,inyolyedo: ■ 

The Coramis s 1 on also s^5uld determine ,fr time to 
time whether some' minimum SI 2 e^^^^i^ 

CATV service 6 If such inquiry results in affirmative conclusions/ 



the conclusions should be embodied in a regulation or statement of 
policy, which would be applicable to initial franchises, renewals or 
amendments of fra.nchises, and transfers of franchiseso 

Again, this is a problem which cannot be resolved defin- 
itively at this time because of the changing nature of technology 
and coirtmunity needs. But a mechanism must be afforded to assure in- 
terconnection of different systems, and the development of systems 
of appropriate size and capability. Franchises obviously do not af- 
ford a satisfactory answer to this problem. 

F. Common Carrier Operations 

No uniform requirements can be adopted for all CATV sys- 
tems : their size, and the areas they serve, are too diverseo How- 
ever, it- would be desirable, both from the vantage point of effective 
regulation and from the vantage point of access to the mass media, to 
transform CATV operators into common carriers at the earliest possi- 
ble date. This is an area in which the FCC is likely to be active 
and its concurrence oi' acquiesence should be sought „ 

It is proposed that, when any single system, operated 
substantially as a coordinated whole, reaches a certain sire (say 
SO ,000 subscribers) , the Public Service Commission shall have author- 
ity to direct that the system be converted into a "communications 
common carrier, 'V The effect of the conversion would be: 

(1) The system no longer would be authorized to provide 
programs over''^ny of its channels^ Program production operations 
would have to be vested in a separate corporation; but the corpora- 
tion could continue to be affiliated with the communications common 
carrier, and use one or more of its channels, although it would be 



treated as just another customer for tariff purposes (if program 
origination proved to be unprofitable, so that common carrier support 
of the affiliate would be required, this would be some indication 
that "conversion" was premature). 

(2) All program channels required to be furnished by the 
communications common carrier to the municipality or to others, at 
reduced rates or without charge, would cont in tC be furnishea 
in accordance with the franchise requirement for the duration of the 
franchise o 

(3) As to all channels other than these channels and 
those used for retransmitting over-the-air broadcast signals, the 
communications common carrier would be required to charge just and 
reasonable rates , in accordance with a tariff filed by the carrier, 
for access to its channels (such charges being payable by any origin- 
ation ..if filiate) o 

Under such an arrangement it would be more practicable 
to regulate the rates of the system, because the system would then 
be providing solely a communications function- -to the exclusion of 
any programming functiono It would^^ s 

the burden of the systemVs revenue requirements between the system Vs 
subscribers and its channel users ; bur^^t 

access for different users would be made easier , since such users 

could riot be charged more than tHe system's origination affiliate o 

The origination affiliate should suffice to satis|y the FGC ' s prig- 

ination requirement, if the FGC deems it ne cess 

a requiremerit after a system has been convertpU to cp 

status. Also, ^his proposal w6 
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opportunity to originate--which may be needed for some time in 
order to promote penetration of CATVs in particular markets, 

.Lea.sed channels could be classified in accordance with 
■use, and some leased for lower rates than o& for some channels, 
employed for community purposes -where the franchise does not so re- 
quire, the elimination of tariff charges might bu the mos^ appropriate 
means of achieving parity among different systems. The Comission 
should have authority to direct such changes, 

CATV systems also should be subject to common carrier 
regulation wlssnever they engage in common carrier operations outsiife 
the vimx) field- -as, for example, data transmission or other point- 
to-point: comimnicat ions subject to separate charge. In the event 
such common carrier operations become a substantial part of the CATV's 
business, general conversion to common carrier status would seem 
approptriaxe . 

Unfier the circumstances described above, the usual con- 
sideraticms sraipportinig; the regulation of monopoly r become full^ 
appiicable, and the cotuh terv ailing circumstances , previously noted, 
cease to carxf' significant we i^ 

G. Mranchisea Fees, -Free Ghann Support 
' tor tEducation 

It: f is not: crecommended; that the Pub lie Servi ce Commis s ic® 

be empowered to regulate franchise fees, free channels for public 

purposes , and TKarious Methods of providing support for educational 

FoJ^ £he present , it is beUeyed that these matters are 
best left to the various municipalities to obtain as part of the 

of 1^ 

needs of niunlcipali ties , and their respective educational systems , 



vary widely th.^oughout the State, and no general rule , or* series o£ 

rules, is likely to prove satisfactory o 

However, some general observations are in order. If the 
immediate objective af government involvement with CATV is the advance- 
ment and enlargement of the medium, high franchise fees are counter- 
productive , Even in the case of a monopoly, any increase in variable 
costs (such as a gross receipts tax) will result in an increase in 
price Cor a reduction in service) and exert a retarding effect on 
development of the industry. And until the industry develops , it is 

of no use to anyone. 

Thus, one of the worst methods of selecting the CATV oper- 
ator for a particular municipality is to auction of £ the privilege 
to the system willing to pay the highest percentage of gross revenues 

to the municipality . This is a clear invitation to slow and limited 
development. While the need, of some municipalitiW for revenues 
may lead to approaches like this, and it is not recommended that such 
approaches be prohibited, the Commission should seek to advise munici- 
palities wherein their long-term interests lie. The wealth of a ' 
municipality is likely to be augmented more substantially, both direct- 
ly and indirectly, by a vigorous, growing CATV system paying a rela- 
tively/ low, franchise fee (say 2% of gross revenues) than by a stagnant 
limited CATV system paying a relatively high franchise fee (above 

S% of gross revenues) . 

By contrast, the community can gain much, without retard- 
ing CATV development, by bargaining for access to CATV channels on 
a free basis. The incremental cost of additional channels is low. - 
and the very nature of the requirement is such as to make the^ system 



expand its capacityo The cost, moreover, tends to be a fixed one 
once the channels a* e installed, so the retarding effect of high 
variable casts is not present. The Commission should be in a position 
to advise municipalities to seek channel access, for municipal and 
educational purposes, rather than overly hig]v franchise fees, in 
bargaining for the best "package" of benefits from CATV franchise 
applicants o 

For the reasons stated above, it is not recommended that 
CATV systems pay any portion of their revenues to, or share their 
profits with. State or local educational institutions c Such a re- 
quirement would have a significant negative impact on CATVc For the 
same reasons, it is recommended that the Public Service Commission 
and the State oppose the FCC s proposal to require CATV systems to 
pay 5% of gross revenues to the Corporation for Public Broadcasting c 

rxtXiL ii't wX"Ciox.' ctlj^til'Cjl iilLiAljL Ci. p a. i. X U X 6s 3 i'uaX X UlUiTi JU i.e X I. O X i. X cy' Xl\ UaX"^aXii*' 

ing with CATV applicants, it is recommended that the Commission oppose 
the FCC's proposal to limit municipal franchise fees to 2% of gross 
revenues- -although such a limitation probably ^^^1^ be in the best' 
interests of both CATV development generally and the long-term in- 
terests of the communities involved « 

The only points at which the Commission should intervene 
in this area are: (1) "when CATV systems are converted to common 
carrier status, or (2) when significant interconnection of CATV sys- 
terns becomes feasible o On conversion of a system to common carrier 
status , franchise; requirements for free or reduced rates for munici- 
pal and educational purposes would^^^^^^b where required by 

franchise, for the duration of the franchiVoo Where no such require- 
ments : are ihcluded^^^ i 



franchise, the Commission should have authority to impose some such 
requirements in order to achieve a measure o£ parity among the various 
common carrier systems in meetin'g public needs, and to make feasible, 
if the occasion should arise. Statewide access to CATV systems for 
educational networking. If significant interconnection, occurs in 
the absence of conversioa to common carrier status, the Commission 
should have authority to require such channel access as might be re- 
quired to permit educational or other public CATV transmissions de- 
signed for Statewide use. 

H, The Role of the Telephone Company 
At the present time, telephone companies are placed in 
an anomalous position in relation to CATV. On the one hand, the FCC 
has ruled that telephone companies may not provide new CATV services 
on their own behalf (except under special circumstances), and must 
divest themselves o£ presently owned GATV operations. On the other 
hand, there is no federal prohibition against telephone companies 
providing channel service for the CATV operations of others Calthough 
FCC approval is required under Sec. 214) ; and , under New York law, 
if CATV service is provided over the lines of a telephone company , 
no municipal franchise is required. This means that the government 
body most involved, the municipality, is in no position to bargain 
for franchise terms with a CATV system choosing to, use the lines of 
a telephone company; and the ultimate decision is left to an agency-- 
the FCC- -which could not be further removed from the scene and has 
but a peripheral interest in the outcome o£ the proceedings (since 
CATV service to the community must in any case comply /with those 
FCC regulations applicable to CATV operators not using telephone 
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facilities). Accordingly, it is recommended: 

(1) That the State law be amended to require municipal 
permission for local CATV operations whether the CATV operator is 
going to use its own lines or those of the telephone company , 

(2) That the FCC be urged to disclaim jurisdiction over 
telephone services designed to accommodate unaffiliated CATV opera- 
tors having the necessary municipal consent, (The appropriateness 
of the telephone company's tariff to the CATV operator can be evalu- 
ated by the state commission in the same way that any other tariff 
provision is evaluated) . Given compliance with the FCC s general 
CATV regulations, the problem essentially is a local one. As pointed 
out in the recent Comtel litigation, the investment required by the 
New York Telephone CCmpany to provide channel facilities for Comtel ' s 
CATV service amounted to all of 0 , 01% of New York Telephone 's rate 
base . 

(3) That the prohibition against telephone,.o^ 
in the CATV area not be expanded further, so that such companies 
are in a position to provide cha:nnel service to CATV systems and to 
engage directly in those communications services (including one-way 
and two-way video originations) which do not involve the retransmission 
of television broadcast signals . With the uncertainties prevalent 
about technological developments, it may well be t^iat telephone com- 
panies , some years hence , will be in the best position to render 
some of the services now predicted for CATV systems, and, indeed, 
they may be in the best position to perform the CATV transmission 

fuaction as well (through teased- channels) o. 

: In ;order to permit communities to benefit from techno- 
logical advance , as well as to protect themselves from poor service , 



it is recommended that municipalities not be foreclosed froin fran- 
chising hew entrants into CATV and related fields (whether the tele- 
phone company or some other CATV applicant) by a requirement of. 
state certification. The history of state and federal certification 
practice is punctuated with illustrations of foreclosure of techno- 
logical progress. Although the history is easily forgotten, it was 
not too long ago that electric street car lines were held up to 
protect railroads, and then bus lines were held up to protect street 
car lines, and trucking firms were barred or constricted to protect 
railroads. At the federal level, satellite technology and specialized 
intercity microwave are present-day victims of the same practice. 
CATV has sufficient problems without having certification procedures 
employed to bar technological innovation^ -particularly since, in 
any case, municipal permission will have to be obtained, and state 
and federal regulations will have to be met. 

I. Landlord-Tenant Problems 
State legislation should make clear that landlords have 

no standing to impede the delivery of CATV services to their tenants. 
Landlords may insist that the CATV operator (or tenant) bear the en- 
tire cost of the installatiori; that the installation conform to such 
reasonable requirements as the landlord may impose to protect the 
"safety, operation or appearance of his building; and that the CATV 
operator (or tenant) agree to indemnify the landlord for any damage 
incurred by the installation. Beyond this , the landlord has no 
legitimate interest » The tenant, on the other hand, has as much 
interest in receiving CATV service as he has in receiving mail, tele- 
phone communications, or over-the-air television signals. And land- 
lord impediment to the extension of CATV service is disadvantageous 



not only to the personal interests o£ tenants, but to the development r 
of the CATV industry. Accordingly, it is recommended that legislation • 
be enacted to prohibit landlords fr.om: 

■ (1) Interfering with CATV installations desired by a 
tenant, as long as the above conditions of cost, landlord specifica- 
tions, and indemnification are met, 

(2) -Accepting payment, either from CATV operators or from 
tienants, in exchange for permitting CATV service in his building. 

(3) Discriminating in rental charges between tenants re- 
ceiving CATV service and those not receiving CATV servicCo 

The effect of the last requirement, inter alia ^, would 
be to eliminate the $2 monthly surcharge permitted by New York City 
rent control administration o To supplement these restrictions , cXtV 
operators should be prohibited from making payments to landlords to 
obtain access to their buildings and from discriminating in charges 
between tenants and home-owners otherwise similarly situated. 

This proposal involves some intrusion upon the property 
interest of the landlord. But the interest intruded upon is a wholly 
abstract one--given the conditions specified, the landlord' s interest 
consists entirely of insisting that some negligible unoccupied space 

remain unoccupied « The tenant's interest clearly is more substantial , 

' , . - V- and; ; 

consisting of a right to receive (and perhaps send) communications from/ 
to the outside world, in the electronic age ^ the landlord should 
not be able; to preclude a tenant from obtaining CATV service (or to 
exact, a surcharge for allowing the service) any more than he could 
preclude a tenant from receiving mail or telegrams directed to him. 



Jo Concent tat ; on of Control 
The FCC already has taken some steps in the area of con- 
centration of controls Others are under consideration. It is 
recommended: 

(a) That whatever stance the FCC ultimately takes on the 
issue of concentration of control its position should not preempt 
additional requirements imposed by state and local authorities , at 
least in the absence of an affirmative finding by the FCC rhat the 
local or state lequirement conflicts with federal policy o 

(b) That the Public Service Commission be empowered to 
enact regulations prescrxbing minimum standards on concentration of 
control of mass media and communications facilities , including: 

(1) Affiliations between CATV operators and those who 
sell, repair or install television sets o 

(2) A ceiling on the percentage of the New York State 
population that may be served by a single, or several affiliated, 
CATV systems o 

, (3) Affiliations between CATV systems and other local 
media of mass communications, such as daily newspapers a 
stations (assuming the FCC does no t take preempt iye action on these 
affiliations , as it has on affiliations between CATV systems and 
teleyisipn stations , networks and tra^nslators) o 

(4) Affiliations betweeri CATV systems and those who use , 
or supply , the ^^^^^^^ program producers , comput^^ and 

data prpcess^ and the 

like o';-(:";';'' ■■ v '^^'-^ ;■■ [. ;■' 

It is not intimat^^ 
be reached pn^ any of these issues / althotigh each* obyipusly p^^ 



^' iJ^spections and reports . The franchises generally 
are very unsatisfactory in this areao State law should assure that 
both state and local officials i^ave access to the information they 
require to perform their functions effectively. The Public Service 
Commission should be empowered to require Ca) access to facilities 
and records of the CATV operator by both state and local officials, 
(b) submission of reports by the CATV operator to state and local 
officials, and (c) maintenance of uniform systems of accounts by 
CATV operators. The latter two requirements should differentiate 
between systems in accordance with their size, and consultation among 
federal, state and local officials should seek to avoid the imposi- 
tion of multiple burdens on CATV operators, particularly small 
systems . 

3. Transfers , amendments and renewals . Public Service 
Commission control over transfers, amendments arid renewals is essen- 
tial to protect the same interests involved in initial franchising: 
compliance with minimum financial, character and technical quali- 
fications, and conformity with Commission regulations and policies. 
These also afford particularly suitable occasions to bring obsolete 
minimum criteria pertaining to system construction and operation 
into line with developments since the issuance of the initial fran- 
chise. In the case bf transf ers, it should^^ b con- 
trast to most franchise provisidns- - that any transfer of contrbl of 
either the frarichlse or the system property , requires Cbmmission 

•■approvals ■ ^A'"''--;:/- ^i^-'- 

4 . Abandonments . With a rapidly changing industry , to 
which corisiderable risk is attached , it probably is inadvisabie to 
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prescribe an absolute prohibition against unapproved abandonments. 
It would seem to suffice to stipulate: 

(a) In the absence of any franchise provision to the 
contrary,, no CATV operator may abandon service, without municipal 
and Public Service Commission approval, prior to the expiration of 
the franchise or in contravention of its terms, 

(b] ; Where not precluded by a franchise, becaiuse a fran- 
chise term pernits abandonment ■■ax: the franchise has expir^ed or is 
about to expire, service may not be abandoned without providing at 
least six months prior notice to the municipality and the Public 
Service Commissiono 

The first requirement simply enforces the bargain between 
the CATV operator and the municipality, and may serve to alert both 
to the dangers of overly long franchises » 

The second requirement, which is independent of: any 

bargain, is intended to afford some time for governmental authorities 

to work out substitute arrangements if desired* 

L. Representation Before the Federal 
Communications Commission 

The development of CATV in New York is vitally dependent 
upon the actions of the FCC in a variety of areas. Yet New York 
State generally has not been represented in proceedings before the 
FCC . It is recommended that the Public Service Commiss ion take an 
active role (not necessarily to the exclusion of other State agencies) 
in seeking to advance the interests of the State before the FCC. 
Such participation should extend, not only to matters under active 
State and local control, but also to matters exclusively subject to 
FCC control and matters which arguably should be controlled by no 
government. 



For example, the FCC's distant signal policy clearly is 
retarding the development of CATV in most sections of New York State. 
The policy has as a major foundation the desire to protect independent 
(unaffiliated) UHF and VHF stations, mt, =as nearly as can be deter- 
mined, there is no independent UHF or VHF station operating in New 
York State (apart from the New York City independents, which no one 
has suggested require protection). Nor does the broadcast signal 
of any out-of-state independent UHF or VHF station reach New York 
State (as nearly as can be determined). Perhaps the Public Service 
Commission should consider whether the FCC's distant signal policy 
makes sense in the context of New York State television broadcasting. 

Another example is •programming V No" re commendati have 
been made herein about programming, except insofar as channel access 
requirements are approved in municipal franchises and enforced upon 
common carrier conversion o Questions might well be posed as to whether 
this area should be kept free of government constraints as much as 
possible: How is compulsory origination by CATV systems "reasonably 
ancillary" to the FCC's interest in over-the-air television broad- 
casting? Why should the "equal time", "fairness", "lottery" and 
"sponsor identification" requirements of broadcasting be carried 
oyer ito CATV? Are not these matters - -as well as the quantum of edu- 
cational and other public service programming --whi.ch properly are 
matters for local concern? 

Whatever the views on the merits of the above issues, 
it seems clear that the State of New York requires a strong repre- 
sentative before the FCC. 
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Mo Selection or a State Agency - 
All of the above recommendations urge that the Public 
^Service Commission be given regulatory authority over CAW, The 
"xeascilts for the selectiDn of this agency should be explored: 

(1) No othea: existing sta:te agency has even the slightest 
compecfesnce to assert and prortect the State's interests in these areas. 
There .CTe state agencies concerned with education, local government 
and tssation, but all of these are non-regulatory agencies and all 
would Ike concerned with but a fragment of the total problemo 

(2) The creation of a new state agency would be both 
time-consuming and wasteful* FCC policies have slowed CATV growth 
temporarily, but this is an area likely to develop rapidly o The 
time required to create and staff a new agency may not be available. 
And wholly apart from the additional funds required by a new agency, 
it is generally recognized that competent and dedicated civil servaaL:^; 
are in short supply « 

(3) The Public Service Commission would have to develop 
competence in a new area (mass media dissemination^, but it presently : 
has the expertise to handle many aspects of the problems of CATV 
systems: communications engineers with a capacity to deal with, or 
learii to deal with, the technical aspects of CATV operations and to 
plan for problems engendered by technological innovation; accountants ; 
familiar with the problems of securing the accurate and complete 
financial statements needed for effective regulation ; and lawyers and | 
administrators familiar with the legal and practical problems o£ | 
franchising, supervision of service , rate regulation, common carrier i . 
operations, control over transfers of authority, inspections and : 




reports , and representation of the St£"!:e*s interests before- federal 
regulatory agencies, including the FCC, 

(4) Finally, it appears likely that CATV operations and 
telephone operations --already intertwined in the manner previously 
described- -will converge in additional areas --if not immediately, 
then in the future • Data transmission and two-way video conversB:tions 
are two areas frequently mentioned. It would be disadvantageous to 
have separate state agencies regulating jessentially the same function 
simply because in one instance the function was performed by a CATV 
system, and in the other by a telephone company. Unified state 
regulatory control over communications is clearly a desirable objective . 

N. Federal-State Relations 
Although the point has been covered in a variety of prior 
contexts, it may be useful to review the diverse relations which may 
exist between state and federal regulation* 

1. Federal primacy . There are several areas where the 
federal interest is paramount, and the state role clearly is limited 
to that of an advocate « Such areas Include: 

(1) Control of electronic emissions from CATV systems, 
which might cause interference with the use of the radio spectrum 
by otHeTSo 

C2D Requirements to protect the opei^ations of 

television broadcasvting stavtioriS;,^^^ s^^ 

■ (a) Carriage of local television signals; 

(cO Restr^^ 

signals; '■>■,„■'','■■■■;;■ 



(d) Restrictions on CATV programming (particularly 
programs fj^r which a per-program charge is 
exacted) wiiich may have a diversionary effecx 
on program procurement by television broadcast 
stations o 

(3) Resolution of issues pertaining to copyri ght liafeility 
(although this issue probably will not be resolved by the FCC); 

(4) Arguably control over certain programming practiD:^es , 
such as CATV originations, equal time,, fairness doctrine requirements, 
sponsorship identification, and lottery information prohibition. (A 
contrary position will be advocated below,) 

2o Joint federal-state concern o Because of the inter- 
relation of federal and state interests in CATV, there are certain 
areas where action by both federal and state agencies would seem 
appropriate « these include: 

(1) Establishment of technical standards relating %to 

^ ^ ^ ^.«^ ^ ^ •« M 1 Qf*^ « n^^m^ •t--*»oTicT"'i 'f-'f-orl Kir + Vi o PA TV 1 1 C f* 

tions received in lieu of over-the-air transmissions, and the federal 
interest here is analogous to its requirement that the local station 
be carried in the first instance. With respect, however, to distant 
signal importations and local originations, the federal interest is 
not so clear. These signals were not present in the community until 
a wholly local entity made them available to local subscribers. How- 
ever, electronic equipment is manufactured and sold in a national 
market , and this would a of national technical standards , 

purely as a : pragmatic matter „ It is recommended, therefore , that 
the FGC adopt technical standards pertaining to signal quality 
after ;,cpnsul tat ion w afford suffi- 

cient latitude to state author ities^^^^^^^^t^^^^^ the standards 

to local conditions where appropriate, and to insist on higher 
standards where such are not inconsi stent with any federal poilicy , ; 



(2) Interconnection o£ facilities . There is a federal 
interest in the interstate flow of communications and a state inter- 
est in the intrastate flow of communications • Interconnection should 
be encouraged both by federal and state authorities; the best mode 

of interconnection should be decided upon by mutual consultation; 
and both entities should be empowered to require interconnection of 
CATV systems when in the public interest (the State being limited, 
of course, to systems within its borders). 

(3) Conversion to common carrier status. Since the CATV 
system will be carrying transmissions of both an interstate and in- 
trastate nature, its status as a common carrier is of interest to 
both federal and state authorities. State authorities should be per- 
mitted to insist on conversion as long as no federal policy is con- 
travened (obviously the federal government could act in the same area 
if it chose to do so , and, to the extent that it did act, iXs actions 
would be preemptive). 

(4) Concentration of control. Here there is obviously 
an intermingling of state and federal interests. In the case of 
anti-competitive practices, the spheres of influence probably can be 
delineated on a pragmatic basis • Program producers and electronic 
equipment suppliers clearly operate in national markets for the most 
part , and uniform FCC regulation w seem to be most appropriate . 
Television salesmen and repairmen, by contrast, operate in local 
markets I and here the FGG clearly should' d^^ 

judgments . Data transmission users are difficult to classify , arid 
here perhaps 3 by federal and state authorities ^ 

is ^pp r bp r i a t e ( a 1 1 h ou gh the prob leiu is no t an immediate one for 

GAty iys t ei^^ '^■'■'■y' ;;'':iv:' 



In the case of undue influence over public opinion, 
the problem is complicated by the fact that both the opinions being 
influenced and the media achieving the influence have federal and 
state aspects. It is recommended that the FCC continue to act in 
those areas where the federal interest appears to require action, 
but that it not preclude additional state measures in the absence 
of some compelling contrary federal interest. Thus, the FCC might 
decide not to bar affiliations between CATV systems and local news- 
papers, or between CATV systems and local radio stations , or between 
CATV systems in different parts of the same state. This should not 
preclude a state from limiting local CATV-newspaper combinations or 
local CATV-radio combinations or restricting the proportion of the 
State's population that might be served by a single CATV system or 
an affiliated group of systems. 

3. Local primacy . Although there is a federal interest 
in having local television signals carried on CATV systems in a proper 
manner, it is submitted that, for both practical and theoretical 
reasons, the following areas be left to state and local control: 

(1) CATV service generally^ It would be impossible for 
the FCC to police all of the CATV systems in the country. And state 
and local authorities would have more interest and enthusiasm in 
enforcing theiir own standards than standards emanating from the 
FCC, which might be wholly unrelated to local concerns o 

(2) Franchising of CATV operators. For the reasons, in- 
dicated; above, franchising of operators should be left to local 
authorities., operating within state guidelines and subject to state 
supervision. Again, it would be impossible for the FCC to undertake 



the franchising of local operators o The same considerations apply 
to the amendinent , transfer or renewal of CATV franchises • 

(3) Rates for CATV service. General rate regulation of 
CATV operators probably is inexpedient and undesirable at the pres- 
ent time. With the exceptions noted above, rate determinations should 
be left to the local negotiations incident to franchising • Neither 
the federal nor the state government could regulate CATV rates in a 
wise and meaningful manner at the present time, 

(4) Franchise fees and public service offerings^ These, 

too, can best be left to the franchise negotiating process , at least 

for the time being. The needs and interests of different localities 

are diverse, and, in the absence of further experience , it probably 

would be unwise to attempt to set forth definitive guidelines, How- 
to municipalities 
ever, state encourag^ment/to achieve greater access for educational 

an4 public, service of ferings, and to place less emphasis on high 

franchise fees, seems appropriate, 

(5) Landlord-tenant relations* This clearly is a problem 
primarily of loeal concern, although the effect upon receipt of 
television broadcast signals is not negligible, 

C6) Telephone company operatidns^^^^^^^W^ 
thority over telephone company CATV operations has be^en judicially 
affirmed, and there- i s no opp o s it ion to the FCC 's policy determin- 
ation to exclude t e 1 ephone co mp an i e s from CATV operations , i t seems 
most unwise, as noted above , to: treat the provxsion of teiephone 
channe Is to independent; CATVi operat oi^s as an appropriate occas ion 
for: fed^eir^a^^^ 

operator is assured; a wholly unnecessary ste^ inserted by 



requiring federal certification of telephone channels needed for 
CATV service; among other things, the requirement creates a serious 
imbalance between applicants proposing to use their own lines and 
competing applicants proposing to use channels to be furnished by 
the telephone company. State surveillance of telephone tariff offer 
ings would appear to suffice, 

(7) Program regulation. This is perhaps the most contro 
versial point. Notwithstanding FCC determinations to the contrary, 
it is submitted that the FCC has no legitimate interest in CATV pro- 
gramming except insofar as (1) the local station's signal is being 
carried, or (2) the viability of the local station is threatened. 
Congressional concern about the equitably distribution of broadcast 
facilities was a concern that some areas might have too few facili- 
ties , not that some areas might receive a large number of signals 
under circumstances not prejudicial to other areas. Similarly, con- 
trol of CATV originations se%ms to have nothing whatever to do with 
broadcast regulation, except insofar as injury to the local station 
might result or concentration of control with broadcast media might 
ensue. Compulsory CATV originations and restrictions relative to 
equal time, fairness doctrine, sponsor identification, and lotteries 
would appear to have no relation to protecting the local station and 
should be left to state and local control. Recognizing the contro- 
versial nature of this point, it should be emphasized that it is 
independent of ail the others. 

(8) General, As to the above items , it is recommended 
that the FCC defer to state and local regulation and not undertake 
regulation at the federal level. If some assurance of minimum 



standards is required, the FCC should not attempt to formulate 
minimum standards of its own. Instead, it should announce that- 
federal control will be forthcoming unless a state agency certifies 
that it has general authority to regulate essential aspects of CATV 
operations, or has authority effectively to supervise municipal regu- 
lation of such operations, or has slome combination of such authori- 
ties • The FCC could then proceed to establish federal standards for 
those states lacking any standards whatever, while declining to ex- 
ercise jurisdiction over CATV systems in states with an effective 
system of state control or combined state and local control. 
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S74.1101 Definitions n 

* * it * if 

(1) Cable television channel .> A frequency band 6 MHz in width within which 
a standard television broadcast signal is delivered by cable to a subscriber 
terminal p 

(m) Channel frequency response / Within a cable television channel, the 
relationship as measured at a subscriber terminal, between amplitude and 
frequency of a constant-amplitude input signal. 

(n) System noise . That combination of undesired and fluctuating disturbances 
within a cable television channel, exclusive of undesired signals of discrete 
frequency wliich degrade the reproduction of the desired signal and which are 
due to thermal effects, modulation products, and other noise effects. System 
noise is specified in terms of its rms level or its mean power as measured in 
a 4 MHae bandwidth centered within a 6 MHz cable television channel. 

(o) Subts criber terminal . The community antenna television system cable terminal 
to which a subscriber's equipment is connected. S^arate terminals may be pro- 
vided for delivery of cable television signals, FM broadcast, or other signals 
of differing classification, 

(p) Terminal isolation o At any subscriber terminal, the attenuation between 
that terminal and any other subscriber terminal In that system. 

(q) Visual signal level . The nss voltage produced by the visual signal during 
the transmission of synchronising pulses/ 

(r) CATV system channel capacity o The highest total number of cable television 
channels on which television signals from separate sources can be delivered 
simultaneously to every subscriber in the system » 

§74.1151 Performance tests and certification. 

(a) The operator of each Community Antenna Television system shall be responsible 
for insuring that each such system is designed. Installed, and operated in a 
manner which fully complies with the 'fweovisioris of this subpart. Each system 
operator shall be prepared to show ^ upon reasonable request by an authorlz . 
representative of the Commission, that the system does, in fact comply with 

: the "rules .; ■ 

(b) The operator of each CATV system shall file with the Commiission a statement 
of th(B CATV system channel capacity, listing the cable te channels 
which that system delivers to its subscribers, and t stations 
whose signals are delivered on ^^^e^ specifying the minimum visual 
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signal level it maintains on each channel under normal operating conditions. 
When cable television channels are deleted or the specified visual signal 
levels are changed, the Commission shall be notified within 30 days following 
the date of such change « 

(c) The operator of each CATV system shall conduct complete performance 
tests of i:hat system at least once each calendar year (at intervals not 
to exceed. 14 months) and shall, file with the Commission a certificate 
detailing' the results of such tests « The performance tests shall be 
directed at determining the extent to which the system complies with all 
the technical standards set forth in §74 ,1153 • The tests shall be made 

on each cable television channel in the system^ and shall include measure- 
ments made at at least three widely separated subscriber terminals, one 
of which is representative of terminals most distant ^from the system input 
in terms of cable distance « A statement of the qualifications of the 
person per forirting the tests shall be Ificluded, 

(d) After reviewing the certificates of compliance required in paragraph 
.Ccl , the Comimission may require that certain measurements be repeated^ 
that additional measurements be made^ or that clarifying explanation be 
supplied, as necessary to correct defective certificates. 

S74all53 Technical standardso 

(a) The following requirements apply to comraunity antenna television system 
performance as measured at any subscriber terminal with a matched termination, 
and to each of the cable television channels in which signals picked up 
off-air are delivered to such terminals • 

(1) The frequency boundaries of cable television channels 
delivered to subscriber terminals shall conform to those 
set forth in §7 3. 603 (a) of this chapter ; Provided That , 
upon special application including an adequate showing of 
public interest, other channel arrangements may be approved. 

(2) The frequency of the visual carrier shall be maintained 
1,25 MHz ±25 kHz above the lower boundary of th 
television channel » • / . 

(3> The freauency of the aural carrier ^^^^ 4e5 MHz ±1 kHz 

above the frequency of the vistsa 

(4) The visual signal level shall be not leas than 1 millivolt 
(0 dBtnV) acrbiss a 75-6hm termihating^^^^ i^ 
impedance values the minimum visual sig^ 

^/•0133 2 J^ii-'ivolts , where Z is the impedance value which 
properly matches the si^ 
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(5) The visual s. gnal level on each channel shall be maintained 
within: 

(1) 6 decibels of its minitnuin value; and 

(11) 6 decibels of the visual signal level on ielther 
adjacent cable television channel; and 

(ill) 10 decibels of the visual signal level on any 
other cable television channel. 

(6) The rms voltage of the aural signal shall be maintained between 
13 and 17 decibels below the associated visual signal level. 

(7) The peak--to-peak variation ^^^^1^^ signal^'iever caused by 
undesired low frequency disturbances (hum or repetitive transients) 
generated within the system, or by inadequate low frequency response, 
shall not exceed 5 percent of the visual signal level. 

(8) The channel frequeucy response shall be within a range of ± 2 
decibels for all frequencies within -1 MHz and +A MHz o the 
visual carrier frequency, 

(9) The ratio of visual signal level to system noise shall not 
be less than 36 decibels. This requirement is applicable Only 

to . ' , ■ '■ ■ .- V' 

(i) each signal which is carried by a cable television 

system iservliig contour 
' *■ for that signal , ox 

(11) each signal which is first picked up within its 

"■<5fade";B- contotiry; . ^ ■ ■ ■ ■ ^/-^-Z ■'■^'^ 

(10) The ratio of visual signal level to the rms amplitude of any 
doherent disturbances such ^ds lntermbdulatlon pro 

television signals ; or discrete-frequency Interf eriicig signals shall 
not be less than 46 decibels » 

(11) The terminal isolatibn proyideci each subscrib be 
less than 30 decibels , except that the Isplation between separate 
television and FM broadcast termih shall 

•vnot ■ -he -less ■ than- 15^ ■ 

(12) Radiation from a conmiuhityantet^ television system shall be 
limit ed/ as -'follows: -^'^^^ 

■-{■:-■■':■■■:':[.}■'::■■:■■ Radl'atlon- ^ .■; ^ ' ■ Distance r 

: - ■ ■ ■ / °- : ■:^Fr equencleis' •■ ' . ..-''-(uV/m) - . ' ■ ■ ■ ' ■ • " ' ' (feet)' 

Up to and including 54 MHz 15 100 
Over 54 up to and including 

. ■■-■2^^ 20 - 10 

^ rer 216 MHz ^: ' • • ' •.■ : ' 15 ' ■ ■ . ' ' ■ ' ' V ^ - 100 



(b) CoTOimnity antenna television systems distributing signals by using 
tnultiple cable techniques or specialized receiving devices, and which, 
because of their basic design, cannot comply with one or more of the 
technical standards set forth in paragraph (a) of this section, may be 
permitted to operate provided that an adequate showing is made which 
establishes that the public interest is benefited. In such instances 
the Commission may prescribe special technical requirements to ensure 
that subscribers to such systems are provided with a good quality of 
service. 

§74.1155 Measurements. 

(a) Measurements m^ade to demonstrate conformity with the performance 
requirements set forth in §7A«1121 shall be made under conditions 
which reflect system performance during normal opera 

the effect of any microwave reliay operated the Community Antenna 
Relay Service (CARS) intervening bettwien pickup antenna 
distribution network o Special signals insert cable television 

channel f or meaisurement purposes should be operated at levels approximating 
those used for normal operations Pilot tones, auxiliary signals ^ and 
non-television signals normally carried on the cable television system 
should be operated at normal levels 0 

(b) When it may be ni^cessary td^^^^^r 

carried on a cablfer television ^^^^^c^ to facilitate a perfor- 

mance nieasur^eht V it wi^^ disconnect the antenna 

which serves the ctiiamiel undiar measurement and to substitute therefore 
a matching reslstarice terminatiorio^^^ should 
remain connected and normal signal levels should be maintained on 
o th er channe 1 s «. 

(c) As may be necessary to ensure satisfactory service to a su^ 
the Cciimnis«ibn m 

perf oinmance or may specif y the use of tilfferent test procedures • 

(d) The fre<iuehcy response to a cab 1^^ 

detertained by cine of the following metliods, as appropriate : 

(1) by using a sWept frequency or a m 
signal generator at the 

attenuator^^^^^ 
." /■subscriber '-'tertninal;''-cr''^ 

(2) by using a 
Bending ^nd and a demo d 
the subscriber terminal o 

(e) System nbifie may be measurted using a frei^^ 
(field strength meter) \^ich has been sul 

rms noise or ave whifch has a known bandwldthy^^^^^W^ 
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the systetn ©pf^rating at noma i ieveks h::A wltih a propetly matched resistive 
termination aub.^tltv$ted lot the anKejtnai » u v s n powet indicat ions at the sub- 
scriber temlnal fiit«e t akcern in Autce^sjJ ^ie ini i: j .j^nts af ticequency equal to 
the b&ndwidth of the fi?equency-*sele^^^ summing the power 

Indications to obtain thcs. .tot^l na:)^ise : po^^ei" piesfisnt ^oi^fist <;a ^ MHz band 
centered, within the cable tei^svlsion chanaeic Ir. an amplifier is inserted 
between the freqtaency-Beiectiw voltmeter and . the sWoscriber terminal in 
order t© facilitate this: ineas^ife^ have a bandwidth of at " . • 

..least 4 MHx and appifopriate corieeetionss m^is*t be; made t^^ . account for its 

■ gaino ■• 

,(f) The 'amplitude, of dl'^crete. frequency interferlrig signals within a 
cable television ^'iihannel may :be determined; with either a spectrum, .T-L'ialyzer .. 
or with a f'irequency -selective .v^ strength , meter) , whl^ih 

Instruments hav'e been calibratf&d . for adequate aecuracyo - If .calibration^ 
accuracy is in da t.^ measuVements may be referenced Co a calibrated 

■ signal; generator v ^>iJ^ a cailbic;^: £ed variable attenuator , substituted: at the 
point of measuremenit ^ If an ^^^a^ between the subscriber 
terminal and ;the measuring iniStriumenCi, appropriate corrections -must be 
made to account for its gain ^ 

(g) The terrolnai isolation between any t%^© terminals in the system may 
be measured by applying a signal of known amplitude to one and measuring 
the amplitude of that signal at. the other terminals The frequency, of : 
the signal should be: cloise to the mid"frequeney of ^. t channel being 

■ .tested o..: . -; 

■ (h)-:.Measurementfi t^c? ,dfei::e inline . the field ; strength of radio frequency .. . 
energy ■ radiated ;'by;.^t^^^^ 

made in acco rdance ^ 2h s tandard etaginieer Ing prociedur es o Measurement s 
'■ ■:made - on ;£ requencies^ ab . . 

(1) A f iela strength meter of adequate accuracy ;using 
a horlxohtalVdipole antenna shair 

. (2) Field strength - 'shall b ' ^ , 

:.■ channel for; which .radiati 

• (3) . The "dipb^.e ^ ^metin-^ shall- be placed 10 feet abo^e the 
.ground and positioned; diree 

■ Where "such ■ placetnent results in -a reparation of less ^ than 
■.10 feet -between: t 
system components, the dipole shall be repos^^^ 
. prwlde a separation' of 10 feet e 

(A) The: hoiifizontal di^ antenna shall be rotated ■ about a; 
. .verticai ■ aaels and .the .maximum ^neter. r shall -be usedo .. 

(5) Meaiuremehts shall be ma^d 
■ .10- ®^ ' w'^^® f®€:t • a antenna;* ,: ' ^ 
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cll57 Interference from a coimnunlty antenna television system* 

In the event that the operation of a cpinmunity antenna television system 
causes harmful interference to receptloh of authorized radio stations 
the operator of the system shall Immedlateiy take whatever steps are 
necessary to remedy the interference* 

§74 .1159 Respot^slbillty for receiver generated interference . 

Interference generated by a radio or television receiver shall be 
the responsibility of the recei^ 

the provisions of Part 15 ; Subpart C of this chapter ; Provided , 
however . That the operator of the community 

system to which the receiver Is co^ah for 
the/suppression of receiver generated Interf 

buted by the system vrfie^ interfi^ring signals are introduced into 
the system at the receiver. 
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state: c:oMM!/y;Ty antbnna '"iii ,^:vT__^j sY:;TT■.:j_.^cT 

Jin Act tb gprovide- for the: rcomprehensive regulation of 
persons and organizations owning, controlling, operating and 
tnianagifig community antenna tel^evision systems . . , . (The 
title should be completed in such detail as will satisfy the 
legfal requirements o£ the state involved.) 

BE IT ENACTED BY THE LEGISLATURE OF THIS STATE: 

Section 1 . Short title * - - This Act shall be known , and 
may be clted^ as the "State Community Antenna Television Sys- 
tem Act," 

Section 2i Definitions ; — The following words , when 
used in this Act , shall have the following meanings , unless 
otherwise clearly apparent from thes 

(a) The word "Cdmraission" shall mean the Public Service 
Gomnd^gj^n of this State; 

: ; J&l' -The words "community aiffterina tt 
or "CAafV company " shall mean person or organizaticmn which 
owns , icosatrols , operates or manages a comra^unity antenna tele- 
vision :^stemr except thaa^^^ include 
(i) a :teaej>hone f telegra^^ 

the Commission in a : case vrhere it ;m^^ leases or rents to 
a CATV COTipany .^w the redistribution of 

J^elevisibn sigifials to br^ toward 3 of such CATV coro- 
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the Commission : in a case where it merely provides communis 
cation channel service under published tariffs filed with 
the Commission to a CATV company for the redistribution of 
television signals to or toward subscribers of such CATV 
company; 

(c) The words "community antenna television system" or 
V CATV system" shall mean any facility within this State 
which is constructed in whole or in part in, on, under or 
over any highwciy or other public place and which is operated 
to perform for hire the service of receiving and amplifying 
the signals broadcast by one or more television stations and 
redistributing such signals by wire>^o to 
members of the pubjLic who siibscribe to such iseryice; exc^ 
that such defini;-ion shall not include (i ) a-ny system which 
serves fewer than fifty subscxibei (xi ) any systemr whirch; 
servesi only the residents of one or more lapaxrtment ^^ti^ 

under common ownership , control or management , and commercial; 
establishments located on the premises of such dwellings j 

(d) The word "facility" shall include all real prop^ 
erty , antennae V poles , wixss , cables., conduits , amplif iers ^ 
instruments / appliarices ^ SLxt ure s and other personal property 
used by a CATV company in providing service to its subscrib- 
ers ; and , 

.^■.(e).;:\;s--The word "highway" s 
rpadV alley, thoroughfare , way or place of any kind used by 
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the public or open to the use of tfie public as a matter of 
right for the pprpose of vehicular traffic. 

Section 3. DeclarsEtion of public policy .-- Upon inves- 
tigatiqn, the Legislature of this State has determined that 
the rates , isferyices and operations of community antenna t*sle- 
vision compaiiies are affected with a public interest and iirt 
is hereby declared to be the policy , of this state to provide 
fair regulation of CATV companies in the interest of the pub- 
lic, to promote adequate if economical and efficient CATV sys- 
tem servi|3e to citizens send residents of this State / to ^^o- 
vide just and reasonable rates and charges for CATV system 
services without unjustt das cr^ undue preferences; or 

advantages , ©r unfair ©r ides tructive competitive practices , 
.to -encouragfe emd promote harmony between CATV companies and 
tabeir subscribers , to cooperate with tother states and w±Si 
tfee federal government iiE promoting and coordinating effeirts 
tia. effectively regulate CATV companies in the public inti^est, 
araid to these ends, to v©^ authority in the Commission -tm 
regulate CATV corapanres generally and their ra±:es , servJraes 
a«id opej?atibns , in the manner and in accordance with the ^poli- 
cies set forth in this Act. 

• Section 4 » Certificate of public convenience and inaces- 
si^y ? p roviso; a p plication y notice ; heairings ; issuance . — 

(a) No perspn or organization shall hereafter begin the 
construction , extension or operation of sl\ CATV system or 
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acquire ownership or control thereof without first obtaining 
from the Commission a certificate that the present or future 
public convenience and necessity require or will require such 
construction, extension/ operation or acquisition; provided, 
however, that the Commission may by rule and regulation exeitpt 
a CATV company from the above certificate requirement in a 
case where (i) its temporary acts or opera,tions do not re- 
quire the issuance of a certificate in the public interest , 
or (ii) its extensiicsefe of or additions to its" CATV system 
are within its certiSicatedr terr±tory pr^ uncertifi- 
cated territory and such extensions or additions will promote 
the promp t availability of such service to prospective sub- 
scribers and at the same time prevent unnecessary and uneccr- 
nomic duplication of CATV facilities as between two or more 
persons or organizations. 

(b) The application. for such a certificate of public 
convenience and necessity shall be in writing, shall include 
a description of the territory in which the CATV system is 
proposed to be constructed, extended, opeai'ated or acquired, 
shall contain such other information as the Commission may 
prescribe from time to time by rules and regulations or or- 
ders, and shall be accompanied by a fee of fifty dollars 

(c) upon the filing of such an application and the pay- 
ment of the fee prescribed,, the Commission shall fix the time 



and place for a tiearing thereon amd s^h cause notice there- 
of to be given to the chief exec officer of any munici- 
pality and to any telephone or telegraph utility or CATV com- 
pany in the af fected territory a^niSv to such other parties in 
interest as the ifiommission may de:em necessary* The Commission 
Shan also caume notice of t^ie apgl lactation to be published at 
least fourteen to— ehe Bearing in some newspaper of 
general clrculMfaion in the affHicfeeSi territory. 

(d) After ^such hea issue to the 

applicant a certiaEicate of public coi«renieiiGe and neces si ty 
in a f orm to uiae ^escribed by^ the 
same or may ii£3®3QE it f or oniJIp psrri^ii^ of the privi- 

lege soughfcr or imay atta of the right 

granted by the :certificate tsuch^t^^ and condi- 

tions which it feems the public teterest may require <> The 
certificate shall include a icBEScriaggtion of the territory in 
which the CATV^i^s tern is to be A<sarattructed r extended> op- 
eratedl or acquired. 

.<e) In determining whether: a- certificate shall 
sued, the Commission shall take into consideration rcunong 
other things , the public need for the proposed service or ac- 
quisition r the suitaU^ility of the applicant >y the financial 
responsibility of the applicant r auid the ability of the ap-* 
plicant to perform efficiently the service for which author- 
ity is re<iue8tQd. 
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Sectioii 5. Certification of CATV companiaBi^joperating r r, 
effective date of Act . — The Conmiiasion shetil il^^e a certi- 
ficate of public convenience and necessity trt-BEz^ com- 
pany lawfully engaged in the cdnstiuction, ei^liSiision or op*- 
erationrrof Its CATV systera on the effective ^l^cof this Actr 
for the -construction, extension or operation ±^ con- 
ducted, without reiqui ring proof tha^ 

necessity will be served by such constructaaoE*^ aittoenfifion or 
operation and without further proceedings , ts^^cat^ 
for Buch certificate is filed with the Gpmni^Mi^ within 
ninety days aif tar such date • The £ipplicat^i3(aEcys#i contain 
the iTiforraation and shall be accompanied by stsfe fee pre- 
acribed in the prece<iing Section . The consfeatet^iiBn , exten- 
sion or operation of such a CATV s^ 

tinued pending the filing of such an applicae^wsgsand the de- 
terminatibn b£ same un or^fflBsrotherwise. 
An applicatioii for such a certificate which :fc^sss&imely shall 
be determined in accordamfte with t^^ 
■ the preceding ^ectioh^ 
or refused accordingly. 

Section 6. Transfer of certificate . Mo isuch certif i- 
"cate of ipub lie convenience ahd^^^^^h 
■ 'a9sigriied\so(r-:Ve -.'^--^ 
■\ ■'-■proved-'':by:^t;he^^ ^"''V':':':-^ 

Section 7; Revocation or chancre of certiigigata> 
e Comroiasibn may, after affording the hbl(aer;«nAOj)portunity 
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to be heard, revoke, suspend or alter any such certificate 
of public convenience and necessity for the willful violation 
of any provision of this Act or the rules and regulations or 
orders of the Conunission made under the authority of this 
Actf or for other reasonable cause* 

Section 8 « General jurisdiction of Conunission . — 

(a) The Commission shall have the pov/er and jurisdic- 
tion to supervise and regulate every CATV company operating 
within this State emd its property, easements, property 
rights , equipment , facilities , contracts , certificates and 
franchises so far as may be necessary to carry out the pur- 
poses of this Act, and to do all things whether herein specif- 
ically designated or in addition thereto, which are necessary 
or convenient in the exercise of such power and jurisdiction. 
Without limiting the generality of the foregoing, the Commis~ 
sion is authorized to adopt and enforce such reasonable rules . 
and regulations and bi;ders acf It may deem necessary with re- 
spect to rates , charges and classifications /issuance of 
certificates , territory of operation , abandonment or su apeh- 
sion of service , adequacy of service /prevention or elimina- 
tion of unjust discrimihation between subscribers , financial 
resppnsibility , insurance cjpvering personal injury £md prop- 
erty damageyunif^^^ 

safety of 3 operation amd e^ , and to otherwise accom- 

plish the purp>6^ Act and to implement its prpvis-* 

ibhs. 
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(b) The Commission mayr after affording an opppjrtun- 
ity for hearing, order a CATV company (i) to construct and 
operate any reasonable extension of its existing CATV system 
within the certificated territory , or (ii) to make any rea- 
sonable repair or improvement of or addition to such system. 

(c) The Commission shall from time to time visit the • 
places of business and other premises and examine the records 
and facilities of all CATV companies to ascertain if all rules 
and regulations and orders of the Commission have been com- 
piled with , and shall have the power to examine all officers, 
agents and employees of such CATV companies , and all other 
persons, under oath, and to compel the production of papers 
and the attendance of witnesses to obtain the. information 
necessary for administering t^ provisions of this Act. 

(d) The Commission shall have the power and authority 
to institute all proceedings and investigations , hear all 
complaints, issue all process and order:s<r axi^^ render all de- 
cisions necessary to enforce the provisions of this Act or 
of the rules, regulations and orders adopted thereunder, or 
to otherwise accomplish the purposes of -^^^ Act* 

(e) The Commissibh or otJher a 
the right to institute/ or to intervene 
action in ah^ 

mus, ihjuhdtive or other reli 

any provisioit of this Act or of any rule , regulettlon or order 
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adopted thereunder^ or to restrain or otherwise prevent or 
prohibit any illegal or unauthorized conduct in connection 
therewith. 

Section 9« Rates , --The Commission shall prescribe ju3t 
and reasonable ratea , charges and classifications for the ser- 
vices rendered by a CATV company to subscribers , and the tar- 
iffs therefor shall be in such f orin an'd shall be filed \nd 
published in such manner and on such notice as the Commission 
may prescribe^ and shall be subject to change on such notice ^ 
and in such xtianner as the Commission may prescribe The Com- 
mission, in the exercise of its povrer to prescribe such just 
and reasonable rates # charges and classifications/ may use 
such standards / formulae r criteria or methods as the Commis- 
sipn may determine in order to enable the CATV company/ under 
honest r ecoribmic and efficient management, to render the ser- 
viced and derive a reasonable profit therefrom. 

Section 10> Duties of CATV companiee .—- 

■ " ■, ■ , .■ ■ ^ ■ ■ ■ " . , ■ " ■ , ■ ■ ■ ' ■ 

(a) Each CATV company (and other per 3 on and organissa- 

•tipri providing any service , equipment or facilities thereto) 
shall provide safe and adequate service , equipment and fa- 
cilities for the operation of its CATV system, 

; (b) i^o CATV company shaJ. 1 demand or receiye a greater 
or i(eiss or different 

than the rates and chargGs tariff in affect 

..■at the,: time ^ ' ■ -V/ \ 
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(c) All rates, charges and classifications for the ser- 
vice rendered by a CATV company shall be just and reasonable, 
and any such rate, charge or classification that is unjust or 
unreasonable is hereby declared to be unlawful . No CATV com- 
pany shall make any unjust or unreasonable discrimination in 
rates, charges, classifications, practices, regulations, 
facilities or services for or in connection with .'ike service, 
directly or indirectly, by any means or device, or make or 
give any undue or unreasonable preference or advantage to any 
particular person , class of persons jor locality, or subject 
any particular person, class of persons, or locality to any 
undue or unreasonable prejudice or disadvantage. 

(d) Every CATV company and other person and organiza- 
tion shall pbey and comply with every rule and regulation 
and order adopted by the Commission under the provisions of 
'this 'Act .■■ 

• . , ■ ' ,. ■ . . ■" 

. ' • ■ ■.. \ ■ 

' « - ■ • i • 

' » . ■ .'-*•.,*,•-'*'. »■ .• ■ " y \ ■■ \- ^ ■ , 

. ' '-Section 11 . ' Abandonment / '-- No CATV company; shall- • * 
abandon all or any part of its system or other property neces- 
sary or useful in the performance of its duties to the piob- 
lic, or discontinue or tempprarily suspend all or any part 
of the service which it is rendering to the public by the use 

In granting, such approval, the Commission may inpose such terms 
conditions or reguireinent^^^ j wagement are necessary 

to protect the public interest. 



Section 12. Emi^: .^ i^ domain; h i ghway use; pole attach - 
ments? Coromisaion approval s 

(a) Upon obtaining the prior approval of the Commission, 
a CATV company shall be vested with the power to acquire 
through eminent domain proceedings the lands , property and 
rights of any character whatsoever necessary to construct, 
extend^ improver alter r maintain or operate its CATV system. 
Under such circumstances r the CATV company shall be entitled 
to pursue the same eminent domain procedure which is available 
for use by the telephone, telegraph or electric public util- 
ities, which are subject to the jurisdiction of the Commission, 

(b) Upon obtaining the prior approval of the Commission, 
a CATV company may construct and maintain the wires and ca- 
bles necessary to its business upon, under or over any high- 
way and may erect and maintain the necessary fixtures, includ- 
ing poles and posts, for sustaining such wires and cables; 
provided, however, that such wires, cables and fixtures shall 
not be BO placed or constructed as to unreasonably inconven- 
ience present or future public travel cin the highway or use 
thereof by public utilities or other persons or organizations 
having rights therein o 

flic) Whenever the Commission shall find that public con- 
venience and necessity require the use by a public utility of 
the wires # cables, conduits, poles or other equipment, or any 
part thereof, on, over or under any highway belonging to 

O -■ 
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another pubiio utility and that such use will not result in 
irreparable injury to the owner or other users of such equip- 
ment or in any substantial detriment to the service^ and that 
such public utilities have failed to agree upon such use or 
f.ie terms and conditions or compensation for the same^ the 
Commission may order that such use be permitted, and pre- 
•r jribe a reasonable coifipensation and reasonable terms and 
conditions for the joint use. If such use la ordered, the 
public utility to whom the use Is permitted shall be liable 
to the ovmer or other users of such equipment for auch dam- 
age as may result therefrom to the property of such owner 
or other users thereof/ The words "public utility" as used 
in this Subsection shall include a CATV company cmd any pub- 
lic utility subject to the jurisdiction of the Commission. 



Section 13. Lease py rental of certain CATV facllifcias 
or provision of channel service . Upon the prior approval 
of the Cdmmisaionr any person or organization may contract to 
lease or rent facilities to a CATV company or to provide it 
with cdmmunication channel service for the redistribution of 
television slghals to 6r toward the subscsribers of such CATV 
company. Any such contract which Is in effect on the effec- 
tive da^a 6^^^^^ Act arid which be lii ef f ect f or a 
of itibrd thiSii^ hiri& there-after shall hMS^^^^^^^ to the 
Coimniaisioh fbr eff^c- 
tivei date o^^^ and If suc^ is disapproved 
it ahail tliU^reu^ becdrr^ voldv 
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Section 14. An : ' -.-- .:>1 o f. ■•r.c . -i.\z}<3s. — 

(a) No CATV company shall irjsue ar^y ytoakr bond ^ note 
or other evidence of debt payable more thcun tv/elve months 
after issuance without first obtaining the approval of the 
Coifimission . In determining v/hether a proposed issuance of 
securities shall be approved^ the Commission shall tak/^ into 
consideration whether the issuance is reasonably required for 
the acquisition of property or the construction, extension or 
Improvement of the applicant * s CATV system, or for the improve- 

9 

ment or maintenance of its service, or for the discharge or 
refunding of its obligations , or for other purpose? consistent 
with the public interest. Commission approval, when granted, 
shall be evidenced by a written order authorizing such issue ^ 
the principal amount thereof and the purpose and use for 
which the issue is authorized, 

(b) If an agency is empowered by another state or juris- 
diction to regulate and control the amount and character of 
such securities to be issued by a CATV company operating a 
CATV system both in this state and in such other state or juris- 
diction, then the Commission shall have the power to agree with 
such agency of such other state or jurisdiction oh the issue 
of such securities by such CATV company and shall have the 
power to approve such issue jointly with such agency.o 

^ Approval ot mo ^■ri^gg.' " " - No CATV company op- 

erating or managing a CATV sys teia shall combine , merge or 
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consolidate with^ or acquire control of, another organiza-^ 
tion. without first obtaining the approval of the Commission / 
which shall be granted only after an investigation and find- 
ing that such proposed combination r merger, consolidation or 
acquisition is in the public interest. 

Section 16. Judical review . Within thrity days after 

the service of an order or decision reflecting any action of 
the Commission which is ripe for judical review, any party 
aggrieved thereby may appeal to a court of competent juris- 
diction for the purpose of having the reasonableness or law- 
fulness of such action inquired into and determined. Such 
appeal shall be tried according to the rules governing other 
civil cases to the extent practicable. 

Section 17. Penalty . Any person or the officer, 

agent or employee of any organization who wilfully violates 
any provision of this ■ Act or of any rule, regulation or or- 
der adopted thereunder , or v/ho willfully procures, aids or 
abets any violation of such a provision shall be guilty of a 
misdemeanor . 

Section 18 . Severability . — If any provision of thisj 
Act or the application of such provision to any circumstance 



i s he I d inval ici f or any 



re as on wha t s oe ve r , the r ema inder of 



this Act :^ or the application of the 



provision to bther ci 3r- 



cmnstahces, shall riot be af f e c ted thereby . 



Section Repeal - . All laws and parts of laws in 

conflict with this Act are hereby repealed. 

Note on Municipal Franchises 

When the state legislature desires to require a CATV 
company to obtain a municipal franchise prior to using the 
streets for the erection of CATV transmission facilities ^ it 
is recommended that the following Subsection be added at the 
end of Section 4 of the above Act: 

"(f) Notwithstanding any provision herein to the con- 
trary r in any case where a CATV company operates or proposes 
to operate ill a municipality where the use of highways and 
other public? places are essential to such operation, no cer- 
tificate of public convenience and necessity shall be issued 
for such operation ^.without a franchise being first granted 
therefor by the municipality. Such franchise shall not con-^ 
tain any provision conflicting with or repugnant to the ex- 
clusive jurisdiction of the Commission to regulate the rate©, 
services and other matters concerning CATV companies as here- 
in provided. In the event a municipality shall arbitrarily 
refuse to grant such a franchise to a CATV company within » 
ninety days after application for same is made , then the CATV 
company may avoid the necessity of first obtaining the fran- 
chise by showing to the satisfaction of the Commission that 
the franchise is being arbitrarily withheld . " 



APPENDIX C 

MODEL STATr CATV RE G ULATORY SURVEI LLANCE ACT 

An Act "to provide for the regulation of persons amX 
organizations owning, controlling, operating and managiiig 

■ ■ ■ _ I 

community antenna television systems • . . . (The title sho .uU:^? 
be completed in such detail as will satisfy the legal reqvsiT^e- 
ments of the state involved 

BE, IT ENACTED BY THE LEGISLATURE OF THIS STATE ;^ 

Section 1. Short title . — This Act shall be known, mid 
may be cited, as the "State CATV Regulatory Surveillance Act." 

Section 2. Definitions . — ^ The following words, when 
used in this Act , shall have the following meanings, unless 
otherwise clearly apparent from the context,:. 

(aX The word "Commiss ion'' shall mean the Public Service 
Commission of this State-, 

(b) The words "corajnunity antenna television company" 
or "CATV company" shall mean any person or organization, whether 
private of governmental , which owns , controls , operates or 
manages a community antenna television system; except that 
such definition shall not include ( i ) \a telephone , telegraph 
or electric utility regulated by the Commassioh in a case 
where it merely leases or rents to a CATV company wires or 
cables for the redistribution of te lev j.sioh s ignals to s ub - 
s bribers of such CATV company, or (ii) a telephone or telegraph 
utility regulated by the Commission in a case where it merely 

provides cqinmunicat under published tariffs 

' O ' ' ' 
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filed with the Conunission to a CATV company for the x-edistribu- 
tion of television signals to subscribers of such CATV company; 
and 

(c) The words "community antenna television system'^ or 
"CATV system" shall mean any facility within this State which 
is constructed in whole or in part in, on, under or over any 
highway, road, street or other public place and which is operated 
to perform the service of receiving and amplifying the signals 
broadcast by one or more television s\.ations and redistributing 
such signals by wire, cable or other means to members of the 
public who subscribe to such service; except that such definition 
shall not include (i) any system which serves fewer than' 
fifty subscribers, or (ii) any system which serves only the 
residents of one or more apartment dwellings under .common 
ownership, control or management, and commercial establishments 
located on the premises of such dwellings. 

• Section 3. Declaration of public policy . — Upon 
investigation, the Legislature of this State has determined • 
that certain aspects of the services and opsrations of CATV 
companies should be regulated in the public interest, although 
CATV companies are not public .utilities and hence should not 
be subject to regulation as to their rates » and, accordingly, 
it is hereby declared to be the policy of this State to 
provide fair regulation of CATV companies in the interest 
of -the public , to promote adequate , economical and efficient 
O V E vs tem service to citi zens and vkvs idents of this State , 

ERIC :^ ■ .^-Z-^ y-^'y-)^'^ 
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to provide for. the fuvx^ J'ning of CATV system services v^7ithout 
unjust discrimination, undue preferences or advantages, to 
encourage and promote harmony between CATV companies and 
their subscribers, to cooperate with other States and with the 
Federal Government in promoting and coordinating efforts to 
effectively regulate CATV' companies in the public interest, 
and to these ends, to vest authority in the Commission to 
reguiiate CATV companies in the matter and in accordance with 
the policies set forth in this Act. Nothing in this Act 
shall be construed to prevent a CATV company from furnishing 
any other lawful service or engag,ing in any other lawful 
business . 

Section 4. Certificate of public convenience ; proviso ; 
application ; notice ; hearings ; issuance. (a) No person 
or organization shall hereafter begin the construction, extension 
or operation of a CATV system or acquire ownership or control" 
. thereof without first obtaining from the Commission a certificate 
that the present or future public convenience requires or will 
require such cons truction, extension, operation or acquisition; 
provided), however, that the Commission may, by rule and regulation 
exempt a CATV company from the above certificate requirement in 
a case where its extensions of or additions to its CATVi system 
are within its certificated territory or an adj acent undertif i- 
cated territory and such extensions or additions will promote 
the prompt a vAi lab il of such service to prospective sub- 
^ . scribers " and 4t 't^® prevent unnecessary and uneco- 

■ - nomical duplication of CATV facilities as between two or mora 
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persons or organizations . 

(b) The application for such a certificate of public 
convenience shall be in writing , shall include a description 
of the territory in which the CATV sysrtem is {proposed to be 
constructed, extendedu, operated or acquired, shall contain 
such other inf ormatdLon as the Conunisalon jnay pS^scribe from 
timfe to time by^ r^ulea and regulatioxis ox* orders , and shall 
be accompanied by a fee of ' dollars. 

(c) Upon the filing of such an application and the .payment 
of the fee prescribed, the Commission shall fix the time and 
place for a hearing thereon and shall cause^ notice thereof 

to be given to the chief executive officer of any municipality, 
county or other unit of local government and to any CATV company 
in the affected territory eund to such other parties in interest 
as the Commission may deem necessary* 

(d) After such hearing, the Commission may issue to the 
applicant cd certificate of public convenience in a form to 

be prescribed by it or may refuse to issue the Scime . The 
certificate shall include a description of the territory in 
which' the CATV system is to be constructed, extended, operated 
or- acquiredV- • ^ ■■■ ^- ... 

(e) In determining whether a bertificate shall be issued^ 
the Commission shall take into consideration, among other 
things , the public need for the proposed service or acquisition , 
the suitabxlity^^ b financial responsibility 
of the appiicant, arid the ability of thci applicaht to perform 
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efficiently the service for which authorit:^.? is requested. 

Section 5 . Certificatio n of CATV coTaap^ies operating 
on effective date of Act . — The Commissdion shall issue a 
certificate of pdbMc convenience . to an^ CHf V ipompany engaged 
ijS. -tiae cGfiBtructioiij sxtisrasion or oi>eradtia3i. its CATV system 
on tlie ^ feet ive date of this Act, for the eons truct ion, „ 
extension or operation then being conducted, without requiring 
proof that public convenience will be s:&^m^ ^^V such construc- 
tionr ies^«2S»ion s^-'^^^^Q affid wi^thonitr m^xrS^^^ proceedings, 

if ai>p!l4Gation for such certificate is f i^ed Twith the Conmiis- 
sion within ninety days after such date. The application 
shall contain the i^ifo^atic^ and shall 1# accompanied by the 
£m fi?«S«a^ed £n th® preceding Section. The construction , 
extension or operation of such a CATV system may be lawfully 
continued jaending the filing of such an application and the 
determination of same unless the Commission orders otherwise. 
An application for such a certificate which is untimely shall 
be determined 'in accordance with the proee dure prescribed in 
the preceding Section and such certificate shall be issued 
or refused accordingly. 

Section 6. Trans fer of cert i fi c at e ^ No such certifi- 
cate of public conyehience may be trans f erred or assigned 
unles s s uch titans action is first appro ved hf t5ie Commissi on . 

Section 7 Revocation or c hange of Get>tificate . — The 
C6mmissi6n may V after affording the holder an opportunity 
to be heard i ihevoke , suspend or alter any such certificate 
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of public convenience for the willful violation of any provision 
of this Act or the rules and regulations or orders of the 
Commission made under the authority of this Act, or for 
other reasonable cause. 

Section 8. Jurisdiction of Commission . — (a) The Com- 
idLsssion shall have the power and jurisdiction to superviss and 
regTulate every CATV company operating within this State so 
far as may be necessary to carry out the purposes of this Act. 
The Commission is authorized to adopt and enforce such reasonable 
rules and regulations and orders as it may deem necessary with 
respect to issuance of certificates, territory of operation, 
abandonment or suspension of service, adequacy of ser\fice, 
prevention or elimination of unjust discrimination between 
subscribers, financial responsibility, insurance covering 
personal injury and tsroperty damage , records, reports , safety 
of operation and equipment, and to otherwise accomplish l;hs 
purposes of this Act and to implement its provisions . 

(b) The Commission may, after affording an opportunity 
for hearing , order a CATV company to make any reasonable 
repair or improvement of or addition to such system. 

(c> l-he Commission may visit the places of business and 
other premises and examine the records and facilities of all 
CATV companies to ascertain if all rules and regulations and 
orders of the Commission have been complied with, and shall, 
have the -power to examine all officers , agents and employees 
of such CATV •companies , and all other persons, \inder oath, 
ERJC >»^v -f-ri cQittpel the production of papers and the attendance of 



witnesses to obtain the information necessary for administering 
the provisions of tliis Act. • . . 

(d.) The Commission shall have the power and authority 
to institute all proceedings and investigations , hear all ^ 
complaints, issue all process and orders, and render all 
decisions necessary to enforce the provisions of this Act or 
of the rules, regulations and orders adopted thereunder, or 
to otherwise accomplish the purposes of this Act. 

Ce) The Commission or other aggrieved party shall have 
the right to institute, or' to intervene as a party in, any 
action in any court of competent jurisdiction seeking mandamus, 
injunctive or other relief to compel compliance with any 
provision of this Act or of any rule , regulation or order 
adopted thereunder, or to restrain or otherwise prevent or 
prohibit any illegal or unauthorized conduct in connection 
therewith . ' . 

Section 9 . Myinicipal fees , taxes or charge s . — No 
municipality, county or other local unit of government shall, 
in any annual period, impose upon a CATV company any fees, 

taxes or charges which in the aggregate exceed per centum 

of the money actually received by such CATV company for the 
furnishing of its services within the boundaries of such local 
unit of government during such annual period j Provided that 
such fees, taxes or charges shall not be construed to include ' 
any ad valorem taxes imposed upon the property of such CATV 
■.^company. : 
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Section 10. Dutie s of CATV C'-fio anies . — (a) Each CATV . 
company (and other person and organizotion providing any 
service, equipment or facilities thereto) shall provide safe 
and adequate service, equipment and facilities for the operation 
of its CATV system. 

(b) No CATV company shall demand or receive a greater 
or less or different compensation for providing CATV service 
than the rates and charges specified in the current statement 
thereof in effect at the time and on record with therCommission . 

(c) No CATV company shall make any unjust or unreasonable 
discrimination in rates, charges, classifications, promotions, 
practices, regulations, facilities or services for or in 
connection with like service. 

<d) Every CATV company and other person and organization 
shall obey and comply with every. rule and regulation and order 
adopted by th'e Commission under the provisions of this Act. 

Section 11. Abandonmen t. —No CATV company shall abandon 
all or any part of its system or other property necessary or 
useful in the performance of its duties to the public, or 
discontinue or temporarily suspend all or any part of the 
service which it is rendering to the public by the use of same , 
without first obtaining the approval of the Commission. 



In granting such approval the Commi rjG'* oh may impose such 
terms ^ conditions or requirements as in its judgment are 
necessary to protect the public interest. 

Section 12, Highway us e ; p ole attachmen ts ; C ommission 
a pproval • (a) Upon obtaining the prior approval of the 
Commission 5 a CATV company may construct and maintain the 
wires and cables necessary to its business upon, under or over 
any highway, road, street or other public place and may erect 
and maintain the necessary fixtures, including poles and posts ^ 
for sustaining such wires and cables; provided, however, that 
such wires cables and fixtures shall not be so placed or 
constructed as to unreasonably inconvenience present or future 
public travel on the highway, road, street or other public 
place or use thereof by public utilities or other persons or 
orgaiiizations having rights therein. 

(b) ' Whenever the Commission shall find that public 
convenience requires the use by a CATV company of the wires, 
cables, conduits, poles or other equipment , or any part thereof, 
on^ over or under: any highway, road, street, or other public 
place belonging to a public utility and that such use will 
not result in irreparable injury to the owner or other users ' 
of such equipment or in any substantial detriment to the service,; 
and that such CATV company and public utility have failed 
to agree vipon such use or the terms and conditions or 
eompehsation for the same, the order that such 

use be permitted^^^ and prescribe a reasonable compensation and 
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reasonable' terms and condi1:ions for the joint: use* If such 
use is ordered, the CATV company to whom the use is permijtted 
shall be liable to the owner or other users of such equipment 
for such damage as may result therefrom to the property of 
such owner or other users tliereof. 

Note on Local Franchises 
When the State legislature desires to requix^e a CATV ^ 
company to obtain a local franchise prior to using the streets 
for the erection of CATV transmission facilities , it is recom- 
mended that the following Subsection be added at the end of 
Section 4 of the above Act: 

'•(i^) ; Notwithstanding any pro to the contrary , 

in any case where a CATV company operates or proposes to operate 
in a municipality, county or other local xinit of government 
where the use of highways , roads , streets or other public places 
are "essential to such operation, no certificate of public 
convenience shall be issued for such operation without a 
franchise being first granted, therefor by such local unit of 
government • Jsuch franchise , shall not contain any provision 
conflicting with or repugnant to the exclusive jurisdiction 
of the Commission to regulate the matters concerning CATV 
companies as herein provided. In the event such local unit 
of government shall arbitrarily refuse to grant such"~a f i*anohise 
to a CATV company within ninety days after application for 
same is made , then the CATV company may ayoid the necessxty 

first obtaining the f r an ch i s e b y shdvring to l:he satisfaction 
E£J£ bhe GommisQion that the franchise is being arbitrarily withheld 



The "Kelly Bill," Assembly 6700-A, April 13, 
1970, as amended b> Assembly 6783, April 15, 1970. 



: ANf ACT : 

To amend the executive law, in relation to the creation Of a 
state commission on cable television, prescribing its func- 
tions, powers and duties and making an appropriation for 
its expenses . ^ 

The People of the State of New York, represented in Senate and 
Assembly, do enact as follows: 

1 Section 1. The executh^e* law is h^^^ amended by adding 
J5 t^^^'^t^ ^ ^^^^ article, To be article twenty-fi^ 

^ : 00 MM imON ON GABLE TELEVISION 

\ ^ 8eciwn 660. T)cclaration of legiBlahv 
^ 661. Definitions. 

7 663. Application of article. : 

! g ^ 663. Commission created. 

Q 664. Duties of coinmission. ; ™" • 

ExrLAMATioN Matter S« Ufl/^^^^ mutter in bracUtU I ] U old law lo be omiUcd. 
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^ Powers of the coaiDiission. 

2 ()6G. Fees. 

3, Certificate of approval 

4 668. Ceriificaie of chproval for cable telovision companies 

5 oporatmg on the effective date of chapter. 

6 669. Approval of mergers and cotisolidaiions hy cable tele- 

7 vision com7nission, 

8 670. Lease, rental of certain cable television facilities or 

9 provisions of channel service, 

10 . 671. Dritics atid operations of cahle iekkri^iofi com 

11 672, Penalties: - 

12 § 6G0. Declaration of legislaiioe findings and intent: Upon 



13 investigation of the potential public interest associated with cahle 

14 television, the legislature of the state of New York lias determined 

15 that cahle television operations are est^eniially' intra-siata services 

16 involving public righls-of-Avay, municipal franchising, and com- 
17 : muniiy service, and, therefore, are c/f state concern, thoit said 
18 

19 08 to assut'c the maxiimim penetration of cable television 

20 homes in this state as rapidly as economicall'i/ feasible, ihat 

21 municipalities could benefit from ' vahiable ; edticationaV and public 
. 22 seiyvices through cable television systems the cable telC' 

23 vision industry is in a per iod of rapid growth Ix^^ con- 
• 24- solidaiion and many mttnicipalities lach the resources to protect 
2^ 'Subscriber and public interest in franchise nego^^^ 
26 There is, therefore, a need for: a state agency to develop a state ^ 
M teUcommum 



1 cable iclcvision indusfnj anisonaut mith 2>oh\'us, rryulatioiis and 
Z \^talntcs of iho fcdevul (jn\u:rniiirnl and Ip o,^surc thai cable tele* 

3 vision companus scT'h'C their .^mhscrihcrs, iho nnniicipiditfcs wiihi^i 

4 ivhich Ihcy arc franchisicd avd the p f/c)icraUy. 

5 It is the i7itc7it of the legisUititre in the enactment of this chapter 



6 to vest authority in an iv dependent commis^io and 

7 evaluate the stUiahility of practices for francJiising cable television 
Q companicSf to promote nniforniity of franchise practice!^, to estah- 
9 lish gii4^f)i.i7ies for mu^ to promote the 

10 developme7tt of the cahle ielevision industry in New York state, to 
encourage citannel avaij^shility for municipal services, educational 
J2 ^^l^vision, program diversity and local expression, and to assure the 
' dvailaiiUty^^o^ se7*vices to municipalities^ in franchise 

, ^ negotidtions. 

\K % S6*iJ Definiiions. The words and phrases used in this article 
sJtall Itave the foUotoing meanings unless;^ a different meaning clearly 

17 ^PP^^^^ '^^ ^^^^ context. 

18 : (^);y *Oaple television company any perso^i, associa* 
10" iion; or corp or domestic, which owns, controls, 
2Q 9P^T^^!^y '^^^^^9^ cable television system. 

21 television system^' shall ^^m^ facility which 

22 operates for litre the service of : receiving and amplifying the sigwls : 
hro^idcast hy one or more tcUvision stations and redisirihuting such 

24; ^t^?^^ ^y w^^^y oahle or otJier meanSj whether such f acility is owned 

*21^-^^ A^r signa Is originated Iby a cable television 



2 cofnpanij or hy another lyarty, axUhorizcd by mch cable iclevision 

2 company to transmit signaU, hy wire, cahlc or other r?^r^un$ t^hcther 

3 $uch facUily is owned or leaded. Such definition docs not include : 
^ i (1) Any system Which .corves fswer than two hundred fifty 

6 (3), Any system which serves only the residents of one or more 
J apartment dwellings under common ownership, control or manage- 
Q nient, a/nd cornmerciaX estahUslw^ premises of 

g tttuih dwellings. 

10 i : (^^ ^/Comniission" shall mean the commission on cable television 
j^j^^ created by this article. - . . 

12 Facility** shall mean all real property, aniennac, poles, 

* 13 'Wircsy cables conduits, aniplifiers, instruments, dpptiances, fixtures 

and other personal property used by a cahle television company in 

15 . providing service to its suhscri that constructed in 

16 "w;^^^ or in \^art in, on, under or over any highway or other public 
^ pl^ ■ ..y; ■ v."-; ^ ■ ■ ■ . >• ■ " ■■ 
18 : ' (^:\^^^<^f^^ shall meam, and ^ include a^iy : <M^ 

• 19 v drahted by u mUrni^sipaUty in terms of a franchise^^rimlesfe, permit,^ 
20 M^^^P or otket^se to^ consiructj operate, maintain, or ma^idge a 

' 2j;- : caolc' tetetjision system in any niunic^pa^ 

' ^^f) -^Cfrass an^^^ sliaU metm awy^ compenscr^ 

tiofi^ received directly or indirectly by d cdMe televis^ company 
^ Jiiy'ni^ul>scribers^ or users in pa^ 

gg signals or services^^ r^ and any other moneys that may^^^h^^^ 

: sidered income including but no t limited to ddvcriising diid carrier ' 
service revenue, 



2 i Gi'Oss nfnnfal rcccipff^ shrtU '}int inclvdn a7iy taxci^ ou service 

2 furnished hu the cable television company imposed directly on any 

3 \suhscrihcr or user hy^nvy oily , state, or other governmental unit 

4 i and collected hy the grantee for such governmcnial units. 

6 ' ((J)* '^^^iffhway^^ shall vie an every street, road, alley, thorough^ 
A fvr^^jujiay or p^/ } e^ ,^ an^J kind n^rd, hy tli£, puhlic . or open ^'^jth^j 
99 use of the puhlic as a matter of right for the purpose of vehicular 

■ ■ ' ■ , . ■ • . . j ' ■ " . • . ■ ■ • . V • • • • * 

3 traffic^ / 

Q (h) ^^Municipality'* shall mean any village, town or city incor- 

10 porated within the /state of New York. 

11 * § Application of article. 1. The provisions of this article 
^/^'^t^f ^^PPi^?/' Bvery caJ)le television system and every cable tele* 
vision company as defined in section six hundred sixty-one of tJiis 

14 <i'^ticle, operating within the state of York, including a caMo 

15 •television company whi constructs^^ operates and maintains d 
Ig cable television system exclusively through telephone company 

fociZities constructed, opieraty&d and main^^^ to a public 

service commission granted telcpJione franchise. 
2^ 2. or to transact husi- 

2Q ^ ness wMch wou^ this chapter, and 

21 \^^VPoratioris possessing franchises for any of the purposes contem^ 

22 2^ — ^^^^ chapter, sJidll he deemed to J}e subject to the pro* 
2;^^ visi<>ns hf this chapter although no ^^^^^^^^^p^ have been 

^ acquired, busin^^^ 

25 V § 663. Gdmmission, created. 1. A.- state commission, on cable tcle^ 
vision is hereby cr eat e^d^^^ tlie executive department which shall 

2Y yice'CJtairman and five other -members who 

^ tire not holders of any other state public office. 



1 3. Each memhcr, hicludhir/ Ihr chairman and vicc-chairvian, $kaU 

2 ho appointed b}/ ike ffoocruor, hy aiid wiih ike advice anil consent 
^ of the senate for five years, provided, hvxvcvor, thai of ihc seven 
A uictnhcrs first appointed, one shall be appoirifcd for one year, on*i 
5 for fwD VcW' Sy cnc for three yea^^ two f^r 
C five years, front July first, nineteen Knndred seventy-one. Their 

7 snccdssors shall be appointed for terms of five years. The chairman 

8 shall hn the chief executive officer ^ except during 
0 his absence or MsahUityy^^i^ 

10 the chairinan. 

11 The chairyfian, the vice'Chairman an^^ the members shaU receive 

12 compensation- f^cd^^^^^^ govcHior untJiin t^^^ amo7t7xi made avail- 

13 able l>y appropi'w^ board shall he 

14 rtprcscniaiive of the broad range of interests and discipUnes 
XTy related to telecbmmunicdtion needs and ^ c^ includinrf so far 
IG ^ possiblcythe^ fi 

17 television, cdfiirnunicatidn system re and coniimirii^ 

18 electronics :and^{^ members shall represent consumer 
■ iQ irtterests. ■ ' ' 

20 ^^ y^^oam^ctes in^i^ than by 

21] cx^^ 

22 original dppdinfments; 

23 S. Thcre shd?l hc a coimsel and iex^ t6 the corn'* 

24 ^^issio7l who shall be appoihted ily and i^ve c^^^^ 

25 commission. The^ executive secretary tria^^^ such oncers, 
2B «w*pZ^3/i5e5i^ d^genfvt^^^^i^^ as he mdjy deem pre^ 
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1 scribe iJicir duties J fix thair compensaiion within the amounts avail- 

2 ahh ^crefor hif appropriation^^^ \ 

3 ^ 664. Duties of ih^ commission. The commissio 

4 establish standards for franchitinii procedures arid praciices 
6 of municipalities f 

6 (b) establish standards for provisions to be included in cable 
i'ittevis^ion franchises J ■ ■ j 

8 (c) establish guidelines for equipment^ sei;ivice and safety of. 

9 cable television systems for use hy m%tnicipaUiiesj 

10 (^) PK^vide advisory assistmice to municipalities in matters' 

11 relating to cable television; 

12 ( ^) review and act upon applications for certificates of approval 

23 in accorddnce with such standards and as hereinafter provided; 

14 : (f) represent the interests of the people o 

15 fcder<U comnunicaiion * cp^ i^fjormf munu^^ of 

at the federal level; ' ; V • 
unth the caMe televisipn^^^ states and 

IQ rapid ofnd harmonious devd^ 

19 meiit of cable televiiSiion services (is set forth in ^^^^ legislative findr 
2(y ^^^^ 

21 * (^^^ ; iwcleWtifcc : stitcft studies as ma/y be neces^ the 

22 *'^spo^^^i^^^ s and objectives of tide chapier* ; ^ r 

24 t»^^^ of ihe purposes of 

26 ^T^r^^ issuance of ii certificate of approval 

at! comniissioner:^^ fix the tiftie and place ' f^ hearing 



15 devdopmenis 
17 • (g) consul 
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^ Ihcrcon and cause }iolirr ikr^reof fo hc given fo the chief f.ri*culirc 

2 ojjiccr of any muvicipalih/ in the affected territory and io such 

3 oihtr j-farties in intircsl as ihc coinmissioii- way dean ncccss^n':/. 

4 The applicant shall oivc notice of svch filing in the territory" sped* 
6 ficd in the application in the niar^ncr tokxjk ihc commission shali, 
g hy rule and regulation, prescribe and the cost of such notice fihall 

' ■ ■'■ • ' . ' . ^ .. ■ ■ ' ■ , 

fj home hy the applicant. - 

g 3. The commission shall have the power and authority to require 
g all cable teltvision companieg io fiJ^ r^ cJi reports, contracts avd 
j^Q statements as the commission deems 

the provisions of this article and in the puolio interest. The com* 
22 ^i^^on shall have the power and an^^ to prescribe the form of 
such reports and statements, the character of information to be con- 
iained therein, ihc frequency of su^ filings, and may, from time 
25 io time, make such changes and additi to the form and 

contents thereof as it may deem proper. 
17 4: The commim officers, 
agents ^ of such caMe television^^^^^^ all 

: other persons, under oath, and to compel the production of 
2Q and the attendance q^^^^^^ obtain the information necessary 

22 for administrating the provis^^^ 

o2 ^* and reeeive from any depart- 

23 other agency of ih e 
2^ ' State or any political subdivision thereof or any puhlic authority 

. gg such assistance and d^^^ that may be necessary t^^^^^ enable the com-^ 
missicm 
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X ji C^aa. Vrcs. L E'vcvy cjthlr (rlrvistov cowpmnj shall pny to the 

2 commission annually, during the life of any franchise, a sum eqxtal 

8 to two per ccnfxim of the gross an7iual receipts of such cahU tele- 

4 vision company. 

6 ,3. In any year, or portion ihereof, following the first full year 
» G that any franchise has l)cen in effect, the minimum amount any 

7 cable television company shall pay to the commission shall he accord- . 

8 inff to the foltoiuing schedule: 

9 Cities having a population of t^^ , , $5,000 
10 Villages and pop^dation of $3,000 

31 or more hut less than 12S ........ - . 1,000 

12 'Villages and cities Jiaving a population of 10,000 j 

13 or more hut less than JS!}, 000 . . . . . . . • * . . . ... . • . . , ♦ 500 

I4i Villages and cities having M population^^ 

15 tlifin 10,000 . . . , . ......... • . * , . ; . . * 250 

[Towns having Q population outside of villages of . " 

• 17 55,00() or wore. * 500 

\% .Towns having a population outside of villages 

jj^ (if W ..... . 250 

20 Toions having a population otitside of villages 

21 of less than 10,000 . . . . . ; * . ; . 125 

22 3. SttcJi payme^ shaU he made avmiaUy in a manner to he 
2Z ^prcscrih^^^^ in a separate 
24 ci(^coii(/ri}t or a^^^ credited to the revcdvi/n^ the 

J 26 ^<^^^ 

26 orccfiif€(i to the general fund: The said sum of fifty thousand 

O 27 dbUars ^herein a and <M stibseqtient credits to said 



1 rovolvinrf funds shall be juti<\ on the audit and warrant of the comjy- 
2. frollor vjyon voucJicrs approved- hy the chairvian of iho commussiov, 
3 . % 067, Geriificate of approval. 1. Before any municipal frav- 
4L ehisc for a cahlc fc7cvi${on syf^font utay hr. executed, amended^ 
^ extended or transferred I, the cable iclnviston compa^iy sJiaU first 
G ohtain a certificate of approval from the commission. Tho issuance 

7 of such certificate shall authorize the holder thereof to oeoupy 

8 puhlic highways to the extent reqtUrcd to provide, cahle television 
0 service as approved hy the mnnicipaUiy. 

10 3. The application foir suck ccrtificato of approval shall hd in 

11 writing y shall include a description of . the territory in which the 

12 cahle television system is operating or is proposed to be constrnoiedj 

13 oi'>era fed or -acquired^ shall contain such other inf ormation as the 

14 commission may prescribe from time to time by r^des and regu- 

15 lationSf shall be accom/panied by a copy of the franchise proposed 

16 to be executed, amended, e^ctcndcd, or trans f err ed, mid shall be 
IT accompanied by a fee of one hundred dollars :($160)\ 

Id 3. The commission thai/ issue to the .applicant d certiftcato pf 

19 approval in a form ta^i^^ prescribed l>y H or m,a^ ref'^iS6 4o issue 

20 the same or may issue the same contingent v^pon complinnce w 

21 standards set by the com 

22 4^ In deierpiinihg wheiher a certificate of approval should be 
2B issued to a cable television company, the commission fihaU taJee : 

into consideration, itmong otlier tJiings/ iJt& p7(l}Uc iTiter 

25 suitability of the applicant, the financial responsibility of the dppli- ' 

26 cant; the ability of the applicant to perform efficiently the service 
^ }for a>nd the substantial conformity: 
28 of franchise provisions with stafnd€^ds $et 



^ § o&S.^&^'tifieafe of approval for cable iclevision companies 

2 operating on the ^effective date of chapter. 1. Application for cer- 

3 tificate of approval shall he made to the commission within ninety 

4 days after the effective date of this chapter. The commission shall: 
o issue a certificate of approval io any cahle television company 

6 lawfully cnff aged in the construction, extension or operation, of its 

7 cable television system 67t the effective date of this cliapter. for 
^ • " 3 the construction, extcTtsion or operation • then being conducted 

0 without requiring proof of public interest served by sucJi construe^ 
10 Hon, extension or operation or suitability of the , cable television 

company and witTiout further proceedings. 
12 3* The .construction, extension or pperation^ of suoJi a cable tele- 
. . IS ' vision system may be lawfully cbntinuf^d - pending- the filing of an 

\^ application and Ais disposition. ^^^^^ ^ ^^^^^^^^^ \ 
' • 15 : 3. A.n application for such 'a certificate which is untimely shall 
.• JQ he determined in accordance with the prouedure ' described in the 
17 • preceding section and such certificate shall be issued or refused 
X8 aocorcZm^Zy. " . : • . . = 

19 . 4. Notwithstanding the provisions of sxtbdivision one of this sec^ 

20 * iio^9 prior to the transfer, extension or amendment of a franchise 

21 ^ franchise agreement of a cable television company operating 

22 on the effective date of this chapter or revision of any term or 
93 ..term* thereof inch^^ding but not limited to franchise fees, rates 
24 charges, periad of franeh i$e and provisions for puWe swviC4 
26 o7^nn«bf munlctpiil service channels and educational television 
26 - channels, a certificate of approval must be obtained as , provided 

Q 21J : fi^t* in th^ preceding seciion^^ 
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1 • 5. Kotin'fhsiavdtvff the }>ro}'i::fon of snhdivision one of ihis src- 

* 2 l'*07^, any franchise which has h cot granted hut vol exercised as xndu 

3 CO ted hi/ sul)stanttal performance within one year of the effective 

^ dafr nf this chapter shall he deemed contra?-}) to the inchlic interest 

^ 5 and inieni of stick franchise and any certificate, of a pjyroval previ- 

6 on sly issued by the commission shall he invalidated. Any subsequent 

7 application for a certificate of approval shall he determined in 
6 aocordanee with the preceding section. 

9 ^ ^ 6$9. Approval of mergers and consolidations by cahle television 

10 c mmisston. No cable television company operating or managing 

11 a cable television system may combine, merge or consdUdate with^ 

12 or acquire control of , another organization withoxit first obtaining 

13 a certificate of approval of the commissio7i which shall he granted 
.14 only after an investigation and finding that sucJi proposed com- 
15 * iination, mergery consolidation or acquisition is jin the puhlic inter- 
IQ est as provided for in secti 

17 § 670. Lease, rental of Ctirtain cable television facilities or pro- 

18 visions of channel service. Upon the {prior approval of the com* 

19 mission, any person or or ga/nisa^ion may contract to^^^l^ 

20 ^^^lo television facilities to a ccible television company or; to pro- 

21 fiide it with cd^m channel ^service for the redistribution 

22 <?/ television signals to or toward the siibscribers of such cable 

23 television company. Any such contract which is in effect on the 

24 Effective date of this chapter shall he suhmiited to the commission 

25 for approval within ninety days after ths effective date of this 

26 Article, and sh^U hB considered in accordance with section rfa; 

27 hundred si^iy-eight. 



1 § Duties and operations, cable television companies. 1. 

2 Except as to cable television compa)Lk\s lawfully operating on the 
8 cffdciivc date of this chapter, no person, association or corporation 

4 may engage in the husincss of constructing, operating, owning 

5 or, managing a cable television system in any municipality of the 

6 state wnless such municij^ality has ar anted a fran chise for such 
1 system. 

8 2. No cable television company shall engage in the business of 

9 manufacturing, selling, renting, installing or servicing carrier 

10 equipment and materials and terminal attachments including hut 

11 not limited to television s^ets, input and output tubes, fUcfures, 

12 speakers and computer terminals. Any cable television company 
already engaged in such htisincss shall divest itself of interest 

14 therein or in the cable television company not later than Jdnitary 
1^ firstj nineteen Jmndred seventy-four. 

16 No initial franchise may be granted and no franchise may he 
yi 4ra/nsf erred or sold aifter the effective date of thi^ chapter to any 

18 company engaged in * the hiisiness of newspaper publication, puhUc 

19 utilities, radio or television broadcasting or ^^ p^^ of program 

20 materials for interstate distribution includi9%g movies, entertainr- 

21 meni and sports. 

22 4yNo cable television c^^ ^lake any unjust or unrea* 

23 sbnahle discrimination^ rates, charges, classificaii07is, practices, 
2^ f^ff^J^tioiis, cable television f^ for or in connection 
23 witJi like service, d^ or indirectly, hy any means or device, 
26 or r/iake or give any undue or unreasonable preference or advantage 
27: id :aiiy pa^^^ of persons or^^ IdcdUtyy Or subject 



1 aiftj i>articular person, i'tass of persons, or locality to any undue - 

2 or ii.nrcaso7ialle prejudice or disaclvanta(jc; livovidcd, however, 
' z ihal a ccdjle television company shall not he rc 

4: service to anij subscriber who docs not pay the appUcahle conncc- 
Q iion fe6 or vionihly .tervice charge, 

m 

6 5. No cable television company viay enter into any contract 
T with the owners, lessees or ^p^^ controlling or nux^naging huiLd- 
& inijs that niatf ho wired to the^^ a^^^ 
^ ^ ... > Q-ihi>^5§e^ or itUes-terino uiiifi . . ^ . . 

10 existing righU of any ie'tia^it or oth^r occupani of such huilding 

11 io use\br avail ^^h^^ 

SrEveru caMe televisi^^ 
13 nation' providi 
Xi^ th;ereto\ shMl 
i:^ caJ)ie telc^ 

\ sysiemJ The cable television system 
. Yf tained in accordance with^^ 
of tJie iridt^trp^ t^^^^ 
X9 est possible service. - ' . ^ 

20 y'- 

^ 2ii Such ^ companies ^d^ to maintain an ^office ai^ a 

- 23" location which ^subscribers nxaif call . without incurring added mes- 
^ "2^41 sage or toll charges so fKat maiiitenunce service sJiall be prarnptiy 
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X in-ihc i>crformaiH:c of Us UiUi..^ to Uio imbLic, or dUcontinue 

2 or tcinporartli/ suspend, oil br anif jnirl nf the service which it is 

3 rendering ,io the public by fho v.^^c of same, wit Hon/. /Ir.tt ohtaming 

4 if'e approval of the commisi;wn. In aranting auck approval the 
■ 6 commission may iviposG such ten, i.f, conditions or requirements: 

6 as in its j'udgmGnt are ncccssar}/ io protect the pxchlic interest. 

7 § €73i renalties. Any person, whether in his individual capacity 
Boras an agent, employee or officer of any organization who violates 
9. any provision of this article or any rule or regulation promulgated 

thereunder, is guilty of a misdev^eanor. 

11 § 2. If any provision o£ thia clmpter or tlie application of such 

12 provision to any eircuaastanees is^ held invalid for any reason whdV 

13 socvier, tUe reraainder of tliis article or the application of the 

14 provision to other circxunstances shaU not be affected thereby. 

15 § 3. TJie sum .^f fifty thoUKand dollars ($50,000), or so much 

16 thereof as may! be necessary, is hereby appropriated to the com- 

17 jnisaion hereby; created and made immediately available for its 

18 expehses, includingr personal service, in carrying out the provisions 
^® act. Such monies shall be payable out of the state treasury 
2p after audit by and on the warrant of the eomptroller oix vouchers 

21 certi^ed or approved by the chairman or yice-chairniau of the 

22 conuilission or by an oir.cer or employee of the eonunission dcsig- 

23 nate^ by the chairman. 

24 . . § 4. This act shrdl take effect on September first, nineteen hundi-cd 

25 seventy, except that sections six hundred sixty-six through six 

26 himdred, scyenty-one of article^ t as added by this act, 
/?^?^V**'^IB effect hundred seventy-one. 
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AMENDMENTS 

Sec. 664-ao Supervision and regulation. The 
commission shall supervise and regulate every cable an- 
tennae television corporation operating within this 
state and its property, easements, property rights, 
equipment, facilities, contracts and franchises so far 
as may be necessary to carry out the purposes of this 
- article as defined herein; - The 'C"o^^ may consul't ^ ' 

with the department of transportation on all mat,ters 
relating to safety stiandards and procedures for 
tenance, ins tall at ion and operation of all equipment 
and facilities of cable antennae television corporations 
and systems as herein defined. 

See* 671- a. Services and chargeV , 1. Eviery cable 
antennae television corporation shall furnish and pro - 
. vide with respect to its ^^^^^^^ such instrumentalities , 

facilities and services as shall be Safe and adequate 
in accordance with safety standards promulgated-^by any 
municipality or local authority. All charges made or 
demanded by any cable antennae television corporation 
for any services rendeiTed oi' to be re 

thei'ew i th , sha 1 1 be in accordance with s chedules f i xed 
by law or by order of the commission or by •agreement of 

any municipali^^^ iQcaii authority, 

2. No cable antennae television corporation shaill 
djredtly or indirectly or by any special rate, rebate, 
i^j^inrback or other devise or method charg®, demand, collect 
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or receive from any person or corporation a greater or 
less cpmpensation for any service rendered or to be 
^^rendered with respect to transmitting signals except as 
authorized by law or by order of the cimmiss ion or by 
agreement of any municipality and local authority* 

3, Nothing in this article shall be construed 
to preveSiit any cable antennae television corporation from 
continuing to furnish the sen/ice of transmitting sig- 
. ^ n^ls tQ^pAid.^subscrxbers- un-dex-.any vf^aoi - 
at the date this article takes effect. 

Secv 2 . This act shall take effect July first ^ 
. nineteen hundred seventy p 
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Appendix E 

Technical Specifications of Coming Franchise 



Unless otherwise specif led» any reference, to the measurement :of a sign*^l 

at the receiver is defined as the measurement of that signal across a 300 OHM Ic 

at the receiver locatit^n ^ -^Mn feeder lines are defined as lines tl^rminated on 

both ends by line ampi ^ , 

1. Reception will be snow free on a set in good working order. 

2. Signal level for channels 2-6 will be 2,550 uv (microvolts) » Channels 

7-13 will be 3,550 uv, 

3. The maiin feeder will not be used for individual subscriber taps. 

Instead separate distribution line© will be provided between 
amplifiers so that the main feeder line will be undisturbed when 

. . . .Ii%:D5r^t - - ' - - 

4. The signal to noise ratio will be 44 db or greater. 

5. Cross signal intermodulatlon will be no greater than 51 db. 

6. ^ The signal level between the adjacent signals should not vary more than 

4 db among frequency adjacent signals^ 

7. The conversion of signal frequencies should be st^ik^l^ the degree that 

the center channel frequency will uot drift more than 2 kc from the 
broadcasters transmitted center frc^quency. 

8 • The hum modulation of the picture signal observed at any point through- 
out the system will be less than 5%. 

9. The voltage standing wav^'ratio^ of all equipment 

will be less than 1.4 to 1 except in the case of customer tap offs. 

10. Electr^^magtietic radiation from distribution equipment should be controlled 

in accordance with F.C»C. and Bell System requirements. 

11. Ghost and echo on the same channel will be 40 db below the main channel 

signal at any customer service tap off as determlried^^^^^^^b^ 
generator which signal is fed in at the first amplifier. 

12 p Any given channel signal may not vary more than 1.5 db from the sol d 
carrier frequency to the video carrier frequency at the customer 
receiver. This signal will be defined as a constant amplitud^^ 
signal across aay 6 mc frequency segment (for^ 
at the imput to uhe first amplifier atct 

13. The. geneii:afclt:?n isf fm signals will' be received at the customer fm tuner 
i^'t frequ equal jto (+0„5 mc) the broadcasters transmitted 
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NEW YORK CITY FRANCHISE TO TELEPROMPTER 



Now^ therefore ^ The parties hereto do hereby mutually 
covenant and agree as follows: 

SECTION \. DEFINED TERMS 

Unless the context clearly indicates that a different 
meaning is intended: 

(a) "Comptroller" means the Comptroller of the City. 

(b) "Director of Communications " means the Director of 
Communications Service of the City. ■ 

; (c) "E>i-rector- of- ■ Franchises " means- the- Di^-ector of * ^' 

the Bureau of Franchises of the Board. 

(d) "Streets "means streets, avenues, highways, boule- 
vards , concourses , driveways , bridges, tunnels, 
parks , parkways , waterways , docks , bulkheads , 
wharves, piers, and public grounds or waters withi 
or belonging to the City. 

(e) "Person" means person , firm, corporation or assoc- 
iation, and any other legally recognized entity. - 

(f) "District" means that area within the Borough of 
Manhattan from the North side of East 86fch Street 
and the North side of West 79th Street (Fifth 
Avenue dividing East from West) to the Harlem River 
and between the Hudson River and the East River, 
excluding Welfare Island. 

(g) "Gross Receipts" means all revenue derived directly 
or indirectly by the Company , its affiliates , sub- 
sidiaries, parents, and any person in which the 
Company has a financial interest, from- or in 
connection with the operation of the System pursuant 
to this contract , excludihg, however , revenues 
derived froiti provision of a separate service which 
uses the System for transmission but including an 
amount equivalent to what an outside party would 
have paid for such transmission.- 

(h) "Residential - Subscriber " means a purchaser of cmy 
service delivered over the System to an individual 

■ ■ dwel unit, where the service is not to be 

; : : utilized in connection with a business, trade, 
..^v-\..or ■ prof ession. : V'--''-; 

(i) ."System" means the broadband com facility 
which is to be^ constructed, operated and maintained 

- ^ by r the Company jgurs 
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(j) "Basic Service'* means the sirrailtaneous delivery 
by the Company to television receivers (or any 
other suitable type of audxo— video communication 
receivers), of all subscribers in the District 
of all signals of over-the-air television broad- 
casters required by the Federal Communications 
Commission (hereafter "F.C.C.") to be carried by 
a community antenna television system as defined 
by the F/CC; the Company Channel; City Channels 
except as may be designated for special purposes 
by the Director of Communications; Public Channels; 
and Additional Channels at the option of the 
Company . 

(k) "Additicmal* Service*" nifte-ans atny communieations * — ........ 

service other than Basic Service ^ provided over its 
System by the Company direct ly or as a carrier 
for its subsidiaries / affiliates any other 

person engaged in communications services including , 
by way of example but not limited to , burglar 
alarm, data or'other electronic intelligence 
transmission, facsimile reproduction, meter reading, 
and home shopping. 

(1) "Converter" means an electronic device which con- 
verts signals to a frequency not susceptible to 
. interference within the television receiver of a 
subscriber, and by an appropriate channel selector 
also permits a subscriber to view all signals 
delivered at designated dial locations . 

(m) "Channel " means a band of frequencies 6 megahertz 
wide in the electromagnetic spectrum which is 
capable of carrying either one audio— video tele- 
vision signal and a number of non-video signals, 
or several thousand non-video signals. ' 

(n) "City Channels " means channels oft - the System which 
. arei reserved by this contract for use by the City. 

(o) "Public Channels" means channels on the System 
* which are reserved by this contract for carriage 
of program material provided by persons who lease 
channei time and, if necessary, studio facilities, 
from the Company for the presentation of .programs 
in accordance with Section 4 (e )_;^^f this contract • 

(p) "Company Channel" means the channel on the System 

which is reserved by this contract for the carriage 
of program material originated by the Company or 
by another person in accordance with the F.C# C.Vs 
- cablecasting rules , and regulations:.. 

(q) "Additional Channels" means the channels on' the 
System -so designated in .this contract which the 
ComE>any may use for such purposes as automated . . 
programming . Additional Service y Over--the.-air 
. -television; .broadcasts aut 

by the P. CYC . to be carried on the Compr.ny ' s System, 
O „ or otherL video and/or audio prog^^ 

^JjC Pay^ Television except as it\^"m in the 

™™ • ■ future -pursuant to Section 4(1). ^ 
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"Pay Television" mean;^ che delivery over the 
System of video signals m intellrgible form 
to Residential Subscribers for a fee or charge 
(over and above the charge for Basic Service) on 
a per program, per channel or other subscription 
bas 1.^ . 



SECTION 2, GRANT 

The. City hereby grants the Company a franchise for 
the occupation or use of the streets within uhe 
District for the construction, operation ana 
maintenance of a System. 

The franchise siiall commence on the effective date 
of -this corit-ract-- ei-nd 'continue for' *a"}5erro"'d* of * ' 
twenty (20) years , unless sooner terminated as 
herein provided. However, at any one time after 
ten (10) years from the ef f ective date> the Board 
may, upon a review of all the circumstances then 
affecting broad band communications in the District^ 
notify the Company of its determination that any of 
the terms and conditions contained herein (except 
the duration hereof) should be renegotiated, and 
the Company sha.ll negotiate in good faith with the 
BoardVs representatives as to all such terms and 
conditions. In the event that^^all such terms and 
conditions nre not renegotiated to the satisfaction 
of the Board within six (6) months of its notification 
to renegotiate , the Board may submit any such 
unresolved matters to arbitration pursuant to 
Section 20 for ^a determination consistent with both 
the public interest and fairness to the Company. 
The Board 's right to initiate^ renegotiation pursuant 
to this subdivision shall be cumulative a:nd shall 
be in addition . to and not in derogation of all other 
rights reserved to the City , the Board and all 
agencies iahd off iciaTls of the City under other 
provisions of this contract. 

Nothing in this contract shall affect the right of- 
the. City to grant to any other person a fr^a ' 
or right to occupy . and use the streets or any part 
thereof for the construction/ opera tion> and main- 
tenance .of ,a broadband communications facility .within 
the District or elsewhere V and the Company shall not 
take a legal position contesting the Board ' rr right 
to authorize v:such use of the streets or any^^ 
thereof; provided^ however \ that.. northing .contained . . 
in^'thxs subdivision shall prohibit the Company from 
appearing before the Board and being heard on any .-^ 
application for the grant of such right. 
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Nothing in this contract shall be in preference 
or hinderance to the right of the City or any 
boards authority, commission or public benefit 
corporation to per form or c urry on any public 
works or public improvements of any description, 
including all work authorized by the New York 
State Rapid Transit Law, and should the System 
in any way interfere with the construction, main- 
tenance , or repair of such public works or public 
improvements , the Company shall , at its own cost 
and expense, protect or relocate its System, or 
part thereof , as reasonably directed by the C ' ty 
of f icials , 'btiardv 'authority >^ Commission or public " 
benefit corporation . 

Nothing in this contract shall be construed as a 
waiver of the City Is right to require any person 
utilizing the System to secure a franchise , consent 
or other appropriate permission authorizing such 
use . 



SECTION 3. CONSTRUCTION AND 
INSTALLATION -OF SYSTEM 

The Company shall immediately make arrangements so 
that its System transmits at least seventeen (17) 
channels for delivery to Residential Subscribers as 
soon as possible but no later than July 1, 1971. 
Within three (3) years from the effective date of this 
contract, the System shall be capable of transmitting 
at least twenty -four (24) channels for delivery to 
Residential Subscribers.,. 

The Company shall provide all new Residential. 
Subscribers to Basic Service with a converter for 
each outlet having a capacity of at least twenty- 
four (24) channels , and, no later than December 31 , 1971 
shall have provided such a converter for all ojutlets 
of Residential Subscribers to Basic Service who have 
no converter or a convertei of lesser capacity .If 
the Company should fail to comply with this sub- 
division , ;:,the Director of Franchises and" the Director > 
of Communications, as soon as is practical after 
December 31, 1971, shall recommend to the Board such 
action as they deem appropriate to secure - rapid anld^^^^^^o 
complete, compliance. _ _The. Board may thereupon impose . 
whatever rate reductions for Residential Subscribers 
and/or. whatever other measures^ it determines in i ts ; : 
sole judgment, will assure such rapid and comple^te 
compliance. In any presentation the Company may 
address to the Board in mitigation of itS; nonr-compliance 
the Company shall have the , .^rden of establishing that 
npn-compliance resulted from factors beyond its .control . 



APPENDIX 



{'Cont'd) 



Page 5 of 2 8 



The Company shall extend the installation of cables, 
amplifiers and related equipment throughont the 
District as rapidly as is practicable. Within four 
(4) years from the effective date of this contract, 
vthc Company ' s trunk line instaxxations of cable, 
amplifiers and related equipment shall be capable'" 
of providing Basic Service to every block within 
the District. Thereaf tfr-r , the Board may impose such 
further construction obligations as are necessary 
to bring Basic Service to any building within the 
Distz-ict. 

For the purpose ofi permitting the transmiss j on of 
signals throughout the City the Company shall 
interconnect its system with any other broadband 
communications facility authorized by the Board to 
operate -in an ad j-a-eenf dist:f±ct : ' " 'Such inter conne'cticn 
shall be made within sixty (6 0) days from the 
effective; date of this contract with the System 
presently operated in the southern portion of 
Manhattan by Sterling Information Services, Ltd. 
Within four (4) years the Company's System shall 
be capable of interconnection with any broadband 
communications facility authorized by the Bocird in 
an adjacent district and with any adjacent community 
antenna television system (as defined by the F.C.C.) 
outside the Gity ; actual interconnection may be 
ordered by the Director of Franchises upon reason- 
able terms and conditions . 

For the purpose of permitting the simultaneous 
transmission into any one or more subdistricts of 
isolated, diticrete signals of City Channels, Public 
Channels, and the Company Channel , the Company shall 
within four (4) years from the effective date of 
this contract have arranged the System so that it is 
capable of such transmission to no less than ten (10) 
subdistricts , each containing approximately the same 
number of dwelling units. Furthermore, the Company 
shall immediately undertake -the development of a 
plan to, divide the District into the greates.t number 
of subdistricts possible, which subdistricts may be 
variously combined so as to constitute -neighborhood 
communities , school districts ,' Congressional districts , 
State Senate and Assembly districts , and the like , 
for .the simultaneous transmis s ion into any one or more 
of such subdistricts of such isolated , discrete signals 
Such plan: shall be submitted to the Director of 
Franchis4.-s within a .reasonable time after the effective 
date o| this contraGt. The Director, shall approve - 
or modify such plan giving due regard to economic , 
technological arid engineering -considerations. Within^ 
a reasonable time thereafter, such plan shall be 
implemented and the . System be capable of ' simultaneous 



APPENDIX F (Cont'd) 



Page 6 of 28 



transmission of such isolated signals. It is the 
intention of the parties under this subdivision 
that the System be capable of simultaneous delivery 
of different programming to each subdistri'ct at the 
same dial locations. 

(f ) Without charge to the City, the Company shall provide 
all facilities necessary to pick up the signals of 
City Channels and transmit themi throughout the System 
from a studio whose location in the District shall 

be designated by the Director of Commiani cations 
after consultation with the Company. 

(g) For the installation of its System in the stireets , 
the Company shall utilize the underground fac:i li ties 
of Empire City -Subway Company, Ltd. However, /and 
without prejudice to either the Company's or the 
City's rights to require provision of such "facilities) , 
in the event that such facilities are not made 
available within a reasonable time , as determined by the 
Company in light of the time frames established by 

this contract, and such event is not occasioned by 
the fault or neglect of the Company, the Company may 
install its System in any other manner, subject, 
however, to the prior approval of the governmental 
agencres having jurisdiction over such other manner 
of i.;G tallatipn . 

(h) Company shkll undertake any cons tructipn and 
allation as may be necessary to keep pace with 

the latest developments in the state of the art , 
whether with respect to increasing channel capacity , 
furnishing improved converters , instituting two-way 
services , or otherwise. 

SECTION 4 • OPERATION 

(a) Upon the reasonable request for service by any person 
loGated within the Die trict , the Company shall prompt- 
ly f.urnish the requested service to^such person A 
request for service -shall be unreasonable , for the 

^ purpose of this subdivision, if occurring within four 
(4) years from the effective date of this contract 
- and no trunk line installation capable of servicing 
' thcit person ' s block has as yet been ins tailed , or , if 
occurring at any time and direct access cannot be 
oBtained tr> such person 's premises and all other means 
of access are highly impracticable. 

(b) possible, but in":no event later t^ 
Jui^^ Company shall transmit over the 
JSystemvt^ signals of at least seventeen (17) channels 
at the following dial locations : 
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2- WCBS 

3- WNYC 

4- WNBC 

5- WNEW 

6- WNYE . 

7- WABC 

8- WNJU 

9- WOR 

10- Company Channel 

11- WPIX 

12- WXTV 

13- WNDT 
A-City Channel 
B-City Channel 
C-Public Channel 

- D-^Public ChanneT ' • • - - -- 

E-Addxtional Channel 
As the channel capacity of the System is increased be^ 
seventeen (17) channels new channels shall be allocate 
in the following sequence: one (1) City Channel, twc 
(2) Public Channels and three (3) Additional Channel 
The Director of Communications shall designate dial 
locations as he deems appropriate for all new channels 
The Company shall transmit and deliver over City Chanr 
the signals designated therefor by the Director of 
Communications either as part of Basic Service or for 
such other purpose, and to such locations, as he desic 
nates . 

For the presentation of programming on Public Channels 
the Company shall lease time and, if necessary, adequa 
studio facilities to members of the public at rates 
filed pursuant to Section 6 of this contract and pur- 
suant to rules and regulations promulgated by the 
Director of Franchises. Appropriate technical assista 
shall also be furnished by the Company . Time shall be 
leased on a first-come, f irst-served basi s , except, tha 
the Company shall endeavor to lease such channel time 
to as many different persons as Is practical, it b sing 
the intent of the parties: that such Public Channels 
serve as a significant source of diversified expressic 
In order that there be a maximum opportunity for f ree- 
dom of e>;prefc5sioh by members of the public, such 
programming shall be free f rom any control by the Comp 
as to program content, except as is required to protec 
the Company|;f rom iiabi J^^^ applicable law . The 

Director of -Franchises' ma:y direct that the Company 
discontinue, or not deliver, a program on . the Public 
, Ch anneTs. which, he f i nds to be e s s en t i ally promo ti ona 1 
03r otherwise related primarily to the conduct of a 
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business, trade, or profession; provided, however, 
that this provision shall not be construed as a 
prohibition of advertiser— supported prograTnming on 
Public Channels. Such a direction shall not prejudice 
any person's right to utilize any other transmission 
s rvice of fer-ed by the Company • 

Priority on Additional Channels shall be given to the 
use of the System's transmission capability by persons 
other than the Company, its subsidiaries and affiliates 
to provide auxiliary communications services of kinds 
different from those provided over the othe^ types of 
Channels specified herein. There shall be c rn , non-- 
discriminatory . .access- -to such Channel-s^ withi-n the • - - 
limits of available capacity. However, to the extent 
such channels are not so used, they may be used for 
audio--video programming by others who lease time 
segments thereon or for auxiliary services rendered 
by the Company, its subsidiaries or affiliates. 
When any of such channels are used for audio— video 
programming, the Company may determine the reason- 
able length of time segments to be leased , impose 
reasonable limitations on the general type of pro-- 
grams for which such segments are made available , 
and itself use segments which it is unable to lease 
to other persons . If at any time after five years 
from, the effective date of this contract the Board 
determines , followirvg a public hearing on notice, 
that rendition of any auxiliary service by the 
Company or a subsidiary or affiliate has tended to 
create a monopoly or to restrain trade , the Board 
may issue such direction relating thereto as it 
deems appropriate to protect the public interest , 
including an order to discontinue one or more 
particular services or to divest any financial inter- 
est in the entity operating such service or Sff^rvices 
within a reasonable time. 

The Company shall provide Basic Service to one oujilet 
on each floor of all prisons , raformatories , 
detention centers , hospitals , police and fire 
stations , day care centers and pub 1 ic s choo Is located 
in the District > without any charge therefor 
( irrespective of any existing agreement between the 
Company and such institution ) . 

At those dail time seigments during which no signals 
ajC0 t r an smi 1 1 ed o v e r Pub lie Ghahne 1 s o r - Ci ty Channe Is ^ 
th^ C may ' util i z e s li ch c hahhe 1 s f or any purpose 

consistent the provisions of this contract .: 

Uppn>;^ of 
Cbmmurii c a tions sha.1 1 no t if y ^ the Gom^xa ny ^ as f ar i n 
F lUr^ ^ ^ ^ "^^ ^ P p r a c t i c a 1 of any con temp 1 a ted f ai 1 ow 
id 
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In the event of an emergency situation, as deter- 
mined by the Director of Communications, the City 
may interrupt signals otherwise being distributed 
by the Company for the delivery of signals necessi- 
tated by such emergency. 

In the operation of its System/ the Company shall 
not interfere in any way with the signals of any 
electrical sys^tem located in buildings which house 
any part of the System, and shall not deprive an 
inhabitant of any buildina, by contract or other- 
wise, of any existing righc he may have tc utilize 
an individual or master antenna for the pu' ^ je 
of receiving television signals. In additxon 
the Company shall not utilize any existing maoter 
, finten^ia di^^tribution. .system f or. -distr-ibut-ion of - - - 

its signals unless permitted by concurrence of the 
Director of Franchises and the Director of Com- 
munications. 

The Company shall furnish to its subscribers and 
customers for all services the best possible signals 
available under the circumstances existing at the 
time, to the satisfaction of the Director of 
Communications , and shall provide quality reception 
of its Basic Seirvice to each subscriber so that both 
sound and picture are produced free from visible 
and audible distortion and ghost images on standard 
television receivers in good repair. 
The Company shall not engage in Pay Television, 
nor shall it deliver signals of any person engaged 
in Pay Television, unless and until affirmatively 
authorized by the F.C.C. It is understood by the 
parties that the failure of the F.C.C- to prohibit 
Pay Television, as is presently, the case, shall not 
constitute such an affirmative authorization. When 
and if so authorized, the Company shall not engage 
in, nor deliver the signals of any person engaged 
in. Pay Television until the amount of compensation 
payable to the City by the Company or other person 
engaged in Pay Television has; been fixed by the 
Board, Such compensation shall not exceed twenty- 
five (25) percent of the Gross Receipts^ attributable . 
to such Pay Television. The Director of Communications 
shall thereafter d a dial location therefor. : 

In the operation of the Company Channel , the Company 
shall provide, on a non-discriminatory basis, a 
reasonable amount of free time to legally qualified 
candidates: for public office. 
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SECTION 5; MAINTENANCE 

(a> The Company shall put, keep and maintain all parts, 
of • the Sys tem in good condition Liiroughout the 
term of this contract. 

(b) Th^ Company shall respond to all service calls with- 
in twenty-four (24) hours and correct malfunctions 
as promptly as possible, but, in all events within 
forty-eight (48) hours after notice thereof .. For 
that purpose, the Company shall maintain a 
competent staff of employees sufficient to . rovide 
adequate and prompt service to its subscrib'"= . 

(c) Except where there exists an emergency situation 
necessitating a more expedited procedure, the 
Company may interrupt service, for the purpose of 
repair or upgrading of the System, only during 
periods of minimum use, and only after forty-eight 
(48) hours minimum notice to its subscribers. 

(d) The Company shall not repair residential television 
receivers . 



SECTION 6. RATES 

(a) Rates for Basic Service to Residential Subscribers 
shall not exceed the following amounts: 

1. For service, $5 a month for the first outlet 
and $1 a month for each additional outlet. 

2. For each converter, $1 a month. 

3. For installation of each outlet, $9.9 5 and for 
moving and reconnecting an outlet, $9.95. 

(b) Rates for FM radio service to Residential Subscribers 
shall not exceed the ifollowing amounts : 
1. For service, $-5 a month for the first outlet, 

$1 a month for each additional outlet. The first 
outlet shall be considered, for the purpose of 
rates , an additional outlet if the subscriber 
■ receives Basic Service. ' 
2.. For installation of each outlet , $9.95 and for 
moving and reconnecting an outlet, $9.95. The 
> rate for any device similar to a converter shall 
be subject to the approval of the Director of - 
Franchises, who shall not unreasonably withhold 
' such approval. -'^v..:' ;. 

(c) The Company shall file with the Director of Franchises 
schedules which shall describe all services offered, 

: all rates and charges of any kind, and all terms or 
conditions relating thereto. No rates or charges 
shall be made except as they appear on a -chedule^ 

so f iled. , 

(d) All rates, charges, and terms or conditions relating . 
O thereto shall be non-discriminatory. 

ERIC ^^:i;;:v'''^^V::-:;>:;:; :^:::;:^ .r--^^^ y,;:;:-:- 
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The Board may at any time increase or decrease any' 
rate, , require discontinuance of any scheduled 
service, or revifse or delete any term or condition 
applicable thereto upon a determination / made af ter 
a public, hearing following notice to the Company, 
that a particular rate, service or term or condition 
(1) explicitly or implicitly violates this contract 
or (2) has the effect of unreasonably restrictinq 
the use of Public Channels. 

The Board may reduce rates for Basic Service at any 
time after five (5) years from the effective date 
of thxs contract and rates for Additional Service 
after eight (8) years from the effective date of 
this contract upon a determination, made after a 
public hearing following notice to the Company , that 
such rates or a particular rate can be reduced without 
impairing the ability of the Company to render service 
and derive a reasonable profit therefrom. 
Unless the Board o the rv/ise provides , all changes made 
pursuant to subdivisions (e) and (f) of this Section 
shall be effective for a minimum of three (3) years. 
No charge shall be made to the City for its use of 
City Channels or for the construction or operation of 
a means for getting signals from the studio designated 
pursuant to Section 3 (f) into the System. 
The charge for Basic Service to any board, bureau or 
department of the City , or other governmental body , 
or any public benefit corporation for Basic Service 
m addition to any such service provided free of 
charge shall be seventy-five percent (75%) of the 
charge for Basic Service to Residential Subscribers. 
The Company shall provide the City with Additional 
Service at a charge to the City not to exceed 
sixty-six and two-thirds percent (66 2/3%) of the 
tariff charge for similar service offered by the 
appropriate communications common carrier operatincr 
within the District. 



::-y::---- \-:']^- _ section 7. : compensation^^^^^^^^ ;^ 

; ..'r°"^P®"sation f or this franchise the Company shall 
pay the City amounts equal ^ to t following : 

provision of Basic Service to Residential 
SuJpscribers , starting on the' effective date of 

mmimums for the calendar years specified: 
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1971 . $ 75 ,000 

1972 . . 100 ,000 

1973 ...... 125,000 

1974 ... . . ......... 150,000 

1975 ... 175,000 

1976 ; 200 ,000 

1977 250,000 

1978 300,000 

1979-1989 350 ,000 

1990 . ., .. 350,000 pro- 

rated from January 1 to the twentieth 
anniversary of this contract; and 

(ii) Ten percent (10%) of all its other Gross 
Receipts ; and 
(iii) When and if Pay Television is authorized, the 
percentage of the Gross Receipts therefrom, or 
other compensation, determined pursuant to 
Section 4(1). 

(b) The Company shall pay the minimum amounts set forth 
in subdivision (a) (i) of this Section before. 
January 1 of each year. 

(c) The Company shall report, in such detail as the 
Comptroller may require,, before the twentieth (20th) 
day of each January , April, July and October its 
Gross Receipts for the preceding calendar quarter 
and shall remit therewith: 

(i) the amount by which the five percent (5%) referred 
to in STibdivision (a) (i) of this Section for 
the calendar year, through such calendar quarter, 
exceeds the applicable minimum; 
(ii) the amount due under subdivision (a) (ii) of this 
Section; and 

(iii) any amounts due under subdivision (a) (iii) of 
this Section. 

.(d) Within thrity (30 ) days from the effective date of 
this contract, the Company shall pay the City all 
monies due and owing to the City under the provisions 
■ of a resolution adopted by the Board on December 2 , 
1965 (Cal. No. 128) , as amended. 

(e) In the event that any payment is not made on or before 
the applicable date fixed in subdivisions (b) , (c) and 
(d ) , interest on such payment shall apply from such 
date at two percent (2%) above the then prime rate 

of interest. 

(f ) All payments due the City shall be made to the Depart- 
ment of Finance of the City and delivered to the office 
designated therefor by such Department. 
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(g) In the event the Company continues the operation 
of any part or all of the System beyond the 
cancellation or expiration of this contract^ it 
shall pay to the City the compensation as set forth 
in this contract at the rate in effect at the time 
of such cancellation or expirat.on, and in the 
manner set forth in this contract, together with all 
taxes it would have been required to pay had its 
operations been duly authorized. 

(h) Payments of compensation made by the Company to the 
City pursuant to the provisions of this contract 
shall not be considered in the nature of a tax, 
but shall be in addition to any and all taxes which 
are now or hereafter required to be paid by any law 
of the State of New York , the City, or the United 
States . 



■ SECTION 8. SUPERVISION BY THE CITY 

(a) The Company shall construct, operate and maintain 
the System subject to the supervision of all of the 
authorities of the City who have jurisdiction in 
such matters , and in strict compliance with all laws, 
ordinances, departmental rules and regulations affect- 
ing the System. 

(b) The System, and all parts thereof, shall be subject 
to the right of periodic inspection by the City. 

(c) No construction, reconstruction or relocation of 
the System, or any part thereof, within the streets 
shall be commenced until written permits have been 
obtained from the proper City officials. In any 
permit so issued, such officials may impose such 
conditions and regulations as. a condition of the 
granting of the same as are necessary for the purpose 
of protecting any structures in the streets and for 
■the proper restoration of such streets and structures, 
and for the protection of the public and the 

. continuity of pedestrian and vehicular traffic. 

(d) The Director of Franchises, after consultation with 
the Director of Communications , may , from time to 
time , issue such reasonable rules and regulations 
concerning the construction, operation and maintenance 
of '--he System as are consistent with the provisions of 

; this contract. 
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i) After consultation with the Director of Communications 
It the Director of Franchises determines, givinq due 
regard to technological limitations, that any pkrt 
°5 System should be improved or upgraded 

(including, without limitation, the increasing of 
Channel capacity, the furnishing of improved con- 
verters, and the institution of two-way transmission) 
he may order such improvement or upgrading of the 
System, to be effected by the Company within a 
reasonable time thereafter. If the Company disputes 
any such determination or the reasonable tima within 
which It IS to be implemented, it may, within 
twenty (20) days after the issuance of such order, 
demand that the matter be arbitrated pursuant to 
Section 20 of this contract. 

y^^^^^^^y ^i-m^ the powers of the Board, or any aaencv 
or official of the City or the Board are transferred 

other board, authority/ agency, or 
official, then such other board, authority, agency, 
or otficial shall have the powers , rights and duties 
previously vested.under this contract or by law in 

- the Board, or any agency or official of the City or 
the Board. 



SECTION 9. CITY PROPERTY 

Should the grades or lines of the streets which the 
Company is hereby authorized to use and occupy be 
changed at any time during the term of this contract, 
the Company shall , if necessary , at its own cost and 
expense, relocate or change its System so as to 
conform with such new grades or lines. 

svstSi'^o5^^'^°'' JJ^^ ^^ter mains , sewerage or drainage 
system or to any other muncipal structures in the 
streets ^ required on account of the presence of the 
Systam m the streets shall be made at the sole cost 
and expense of the Company . During any work of con- 
structing , operating or maintaining of the System, the 
company shall also, at its own cost and expeLe, 
protect any and all existing structures belonging to . 
the^City . ^All _ work performed by the; Company pursuant 
^?-J^i2is^^^Jubdi^ be done J.n the manner 

prescri'BeJ-'foy the City officii having jurisdiction 
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SECTION 10 . REPORTS 

► Within six (6) months from the effective date of 
this contract, the Company shall submit to the 
Bureau of Franchises a plan of the entire District 
indicating the date on which the Company expects 
the installation of the System will be completed 
and available for service to subscribers in the 
various areas of the District. 

The Company shall furnish the' Bureau of Franchises 
with progress reports indicating in detail the area 
of construction of the System. Such periodir 
...jeports^^^ at six (6) month intervals, 

the first report to be made one (1) year from the 
effective date of this contract. 

On or before each of the dates on which payments 
pursuant to this contract are to be made , and within 
^i^Iu- ^ '^^^^ after the expiration or cancellation 
Of this franchise, and at such other times as the 
Comptroller shall designate, the Company shall furnish 
and deliver to the Comptroller verified or certified 
reports of its business and operations hereunder and 
gross^receipts derived therefrom in such form and in- 
such detail as the Comptroller may .^prescribe . 
Wi thin five (5) days after the Company, its affiliates 
and/or subsidiaries have filed a report, petition, or 
communication with any City, State or Federal agency 
pertaining to any aspect of operations hereunder or 
the financial arrangements therefor, it shall file a 
copy^of such report, petition or coi.imuni cation with 
the Board. 

The Company shall submit a certified annual report to 
^^f^^J"? later than May 1 in each year, for the 

annual fiscal .period ending December 31 of the 
R^SS 5?? y^ar. At any other time,: upon request of the 
Board, the Company shall submit any further information 
m regard to the business of the Company as may be 
required by the Board. ^ 

^2- ^^^^P'^^'P^^^ ^f '^^® City 's evaluation of the oper- 
ation of the Additional Channels", the Company shall 
file monthly with the Board a report or log describing 
the use being made , and the users , of such channels . . 

On November 30, 1971 the Company shall file. with the 
Director of Franchises a certified report setting forth 
those Residential Subscribers, if any, who have not 
received a converter having a capacity of at least 
twenty-four (24) channels , and the reason why such 
"^^^^g^^^^J J^ave not been so provided, and the date on 
Which such converters will be so provided. 
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SECTION 11. 
BOOKS AND RECORDS OP THE COMPANY 

(a) The Company shall maintain an office in the District 
for so long as it continues to operate the System 

or _any portion thereof and hereby designates such 
office as the place where all notices, directions 
orders, and requests may be served or delivered ' 
under this contract. The Board shall be notified 
ty.^ location of such office or any change thereof. 

(b) The Company shall keep complete and accurate books of 
account and records of its busiWss and/opera cions under 
and m connection with this franchise.* 

tc) The Board and the Comptroller, or their representatives, 
shall have access to all books of account and records 
of the Company for the purpose of ascertaining the 
correctness of any and all reports and may examine 
Its officers and employees under oath in respect 
thereto. 

(d) Any false entry in the books of account or records of 
the Company, or false statement in the reports to the 
Board or the Comptroller as to a material fact, 
knowingly made by the Company, shall constitute the 
breach of a material provision of this contract. 

SECTION 12. LIABILITY FOR DAMAGES 

(a) Except for any liability which may accrue to th^- City 
ri^^^""*^^^^^ ^? its programming on any City Channels, 
the Company shall idemnify and hold the Citv harmless 
trom all liability, damage, cost or expense" {including 
reasonable attorneys' fees) arising from claims for 
injury to persons or damage to property occasioned 

by reason of any conduct undertaken by reason of 
this fifanchise, irrespective of any negligehce or 
fault of the City , its agents or employees , It is a 
condition of this franchise that the Citv shall not 

f^'^^^eff not by reason of this franchise^ assume any 
liability of the Company whatsoever for injury to 
•persons or damage to property. 

(b) Within five (5) days after the effective date of this 
contract, the Company shall file with the Comptroller 
and maintain on file throughout the term of this 
franchise a liability insurance policy issued by a 

company duly authorized to do business in this State, 
insuring the City and the Company, wi^^^^^^^ 

tne_ installation, operation and maintenance of the 
System. 

O " ■ ■ ■- r. 

■TRIG" 
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1. For bodily injury, including death, in: 

(i) the minimum amount of $500,000 for any 
one person, and 
(ii) the minimum amount of $2,000,000 for any 
one accident, and 

2. For property damage in the minimum amount of 
$300 ,000 , and 

3. For damages resulting from any liability of 
any nature that may arise from or be occasioned 
by any matter -contained in or resulting from the 
transmission of any communication over the System, 
excepting City programming on City Channel' -'^ in 
the minimum amount of $2,500,000. The Board 
reserves the right to increase the amount of 
insurance coverage herein at any time . Nothing 
herein is intended as a limitation on the extent 
of any legal liability .Qf the Company . 

SECTION 13. SECURITY FUND 

Within ten (10) days after the effective date of this 
contract, the Company shall deposit with the 
Comptroller, and maintain on deposit through the 
term of this contract, the sum of Two Hundred Fifty 
Thousand ($250,000) dollars in monies or securities, 
v-sss^^-.'^acurity for the faithful performance by it of 
all the provisions of this contract, and compliance 
with all orders, permits and directions of any agency 
of the City having jurisdiction over irs acts or 
defaults under this contract, and the payment by 
the Company of any claims, liens and taxes due the 
City which arise by reason of the construction, 
operation or maintenance of the System. 
Within ten (10) days after notice to it that any 
amount has been withdrawn from the security fund 
deposited pursuant to subdivision (a) of this Section, 
the Company shall pay to, or deposit with, the 
Comptroller a sum of money or securities sufficient 
to restore such security fund to the original amount 
of Two Hundred Fifty Thousand ($250,000) dollars. 

If the Company fails to pay to the City any compensation 
within the time fixed herein; or, fails, after ten (10) 
days notice to pay to the City any taxes due and unpaid; 
or, fails to repay to the City, within such ten (10) 
days, any damages, costs or expenses which the City 
shall be compelled to pay by reason of any act or 
default of the Company in connection with this 
franchise; or, fails, after three (3) day?; notice of 
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such failure by the Director of Franchises, to 
comply with any provision of this contract which 
the Director of Franchises reasonably determines 
can be remedied by an expenditure of the security, 
the Comptroller may immediately withdraw the 
amount thereof, with intarest and any penalties, 
from the security fund. Upon such withdrawal, the 
Comptroller shall notify the Company of the amount 
and date thereof. 

(d) The security fund deposited pursuant to this 
Section shall become the property of the City in 
the event that this contract is cancelled by reason 
of the default of the Company. The Company, how- 
ever, shall be entitled to the return of such 
security fund, or portion thereof, as remains on 
deposit with the Comptroller at the expiration of 
the term of this contract, provided that there is 
then no outstanding default on the part of the 
Company . 

(e) The rights reserved to the City with respect to 
the security fund are in addition to all other 
rights of the City, whether reserved by this 
contract or authorized by law, and no action, 
proceeding or exercise of a right with respect to 
such security fund shall affect any other right 
the City may have. 
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SECTION 14. 
EMPLOYMENT REGULATIONS 



(a) The Company shall recognize the right of its 
employees to bargain collectively through repre- 
sentatives of their own choosing, and at all times 
shall recognize and deal with the represents. tives 
duly designated or selected by the majority of its 
employees as the sole bargaining agents of cuch 
employees for the purpose of collective bargaining 
in respect to rates of pay, wages, hours of" mploy- 
ment or other conditions of employment, and snail 
not dominate, interfere with or participate in the 
management or control of or give financial support 
to any union or association of its employees. 

(b) The Company will not refuse to hire or employ, nor 
bar or discharge from employment, nor discriminate 
against any person in compensation or in terms, 
conditions or privileges of employment because of 
age, race, creed, color, national origin or sex. 



SECTION 15. FORECLOSURE 

Upon the foreclosure or other judicial sale of all 
or a substantial part of the System, or upon the 
termination of any lease covering all or a substan- 
tial part of the System, the Company shall notify 
the Board of such fact, and such notification shall 
be treated as a notification that a change in control 
of the Company has taken place, and the provisions 
of Section 17 (c) of this contract, governing the 
consent of the Board to such change in control of 
the Company, shall apply. 



SECTION 16. RECEIVERSHIP 

The Board shall have the right to cancel this 
franchise one hundred and twenty (120) days 
after the appointment of a receiver, or trustee , to 
take oyer and conduct the business of the Com- . 
pany, whether in receivership, reorganization, 
bankruptGy , or other action or proceeding, unless 
such receivership or trusteeship shall have been 
vacated prior to the expiration of said one hun- 
dred and^twenty (120) days, or unless: 

1. within one hundred and twenty (120) days after 
his election or appointment, *such receiver or 
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trustee shall have fully complied with all the 
provisions of this contract and remedied all 
defaults thereunder,* and, 

2, such receiver or trustee, within said one 
hundred and twenty (120) days, shall have exe- 
cuted an agreement, duly approved by the court 
having jurisdiction in the premises, whereby such 
receiver or trustee assumes and agrees to be bound 
by each and every provision of this contract. 



SECTION 17. RESTRICTIONS AGAINST 
ASSIGNMENT 

(a) This franchise shall not be assigned or trans- 
ferred, either in whole or in part, or leased, sub-, 
let, or mortgaged in any manner, nor shall title 
thereto, either legal or equitable, or any right, 
interest or property therein, pass to or vest in 
any person, either by the act of the Company or 

by operation of law, without the consent of the 
Board. The granting, giving or waiving of any 
one or more of such consents shall not render 
unnecessary any subsequent consent or consents. 

(b) The consent or approval of the Board to any assign- 
ment, lease, transfer, sublease, or mortgage of 
this franchise shaia not constitute a waiver or 
release of the rights of the City in and to the 
streets. 

(c) The Company shall promptly notify the Board of any 
actual or proposed change in, or transfer of, or 
acquisition by any other party of, control of the 
Company. The word "control" as used herein is not 
limited to majority stock ownership , but includes 
actual working control in whatever manner exercised. 
Every change, transfer or acquisition of control 

of the Company shall make this franchise subject 
to cancellation unless and until the Board shall 
have consented thereto. For the purpose of deter- 
mining whether it shall consent to such change , 
transfer or acquisition of control, the Board may 
' inquire into the qualifications of the prospective 
controlling party, and the Company shall assist 
the Board in any such inquiry. If the Board does 
not schedule a hearing on the matter within sixty 
(60) days after notice of the change or proposed 
change and the filing of a petition requesting its 
consent it shall be deemed to have consented , In 
the event that the Board adopts a resolution denying 
Q its consent and such change , transfer or acquisition 
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Of control has been Qi-focted, tha Board may 
cancel thic franchise unless control of the 
Company is restored to its status prior to the 

/^v ^^^P?®' to a status acceptable to the Board. 

(d) Nothing in this Section shall be deemed to 

prohibit a mortgage or pledge of the System, or 
any part thereof, or the leasing by the Company 
from another person of said System, or part there- 
of, for financing purposes or otherwise. Any such 
mortgage, pledge or lease shall be subject and sub- 
ordinate to the rights of the City under this con- 
tract or applicable law. 

SECTION 18. 
RESTRICTIONS ON THE COMPANY, 
ITS OFFICERS AND DIRECTORS 

Neither the Company nor any officer or director 
of the Company shall hold, directly or indirectly, 
any stoqk or other beneficial ownership interest 
j.n any other company owning or operating: a 
System within the city; and radio or television 
broadcast station whose signals are carried on 
the System on a regular basis; any television 
broadcast network other than a network consisting 

entirely or substantially of community antenna 
television systems; or any newspaper or magazine 
whose principal circulation market is New York 
City, except that ownership by an officer or 
direator_of less than one percent (1%) of the 
outstanding stock of any company whose securities 
are listed or admitted to trading on a national 
securities exchange shall not be deemed a viola- 
tion of this Section. No officer or director of the 
Company shall be an officer or director of any 
company owning or operating businesses of the 
types heretofore mentioned. 

SECTION 19. 
CANCELLATION AND EXPIRATION 

a) The Board shall have the right to cancel this 
franchise if the Company fails to comply with 
any material and substantial provision of this 
contract, or any reasonable order, direction or 

permit issued by any City agency pursuant to 
; ^^°^ J"^terial and substantial prbvi^^ 
rule or regulation promulgated by the Director 
of Franchises whicir is reasonable in light of , and 
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consistent ovisioh of this contract ; 

or if -the ^ / •r ..^j.stentLy fails to complv 

with; any pro c^. , I of this contract , or any reason- 
able order, direction or permit issued by any City 
agency pursuant to any provision of this contract. 
Such cancellation shall be by resolution of the 
Board duly adopted in accordance with the following 
procedures : ' ■ 

1. The Director of Franchises shall notify the- 
Company of the alleged failure or persistent fail- 
ure of compliance and tgive the Company a reason- 
able opportunity to correct such failure or oer- 
sistent failure or to present facts and arguinent in 
refutation of the alleged failure or persistent fail- 
ure. 

2. If the Director of Franchises then concludes 
that there is a basis for cancellation of the fran- 
chise pursuant to this subdivision (a) , he shall 
notify the Company thereof. 

3. If within a reasonable time the Company does 
not remedy and/or put an end to the alleged failure 
or persistent failure the Board, after a public 
hearing on notice, may cancel the franchise if it 
determines that such action is warranted under this 
subdivision (a) . 

If for ten (10) consecutive days the System, or 
any part thereof, is inoperative, or if the same 
is inoperative for thirty (30) days out of any 
consecutive twelve (12) months, the Board may 
cancel this franchise. 

The Company shall not be declared in default or 

be subject to any sanction, under any provision 

of this contract in any case in which the performance 

of any such provision is prevented for reasons 

beyond its control. • 

If all or any part of the streets within the 
District are closed or discontinued as provided 
by statute, then this franchise, and all rights 
and privileges hereunder with respect to said streets 
or any part thereof iso closed or, discontinued, 
shall cease and determine upon the date of the 
adoption of the map closing and discontinuing such 
streets, and the Companjr shall hot be entitled to 
damages from the City* due to the closing or dis- 
continuance of such strisets or. '.for injury to any 
part^ of the; System in the' streets or f or the^ removal 
or-'IceTdcatioh of the same . " ; , . 
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(e) If the System is taken or condemned pursuant 

o? i^'r^^i f^^^«=hise shall, at- the'^opt^on 
of the Board, ceasG^^^^^^ on the date 

of the vesting title pursuant to such takina or 
condemnaticpn, and any; award to the Company ^ 
i"^°?^^SJ^t^^,^ith such taking or condemnation 
franchise '''''' valuation based on this 



(f) 



Se CitS S;:^rv or^expiration of this franchise, 
l^^^fS of this 

to cease operation of the System. if the Cit-v 
elects, to purchase the System, th^ Go^^ ' 

service to the public. The Company shall co- 

authori zed or directed by the Board to operate the 

c^ntinuitv nf "^^S^- Period, in maintaining 
continuity of service. Nothing herein is in?or.H=^ 
as^a^ waiver of any other rights thrc^t^ ma?^''^^'' 

(g) If this franchise: 

nli^ is cancelled by the Board by reason of the 
• ^ff^^l*^' th^t part of the SysSem 

-?oSa?ld'?r?^°^V^"^' Part°of"the"s^L:m';:Sf 
Ci?v wiL*^^; streets shall, ..at the election of the 
City become the property of the City at a cost 
not to exceed Its then book value (i e SoSt Lc« 
accumulated depreciation) according io'gSSeJai^v 

lo^Snf da^"""^'"^ principles, wi?h a ?ISSc?io^ 
tor any damages incurred by the Citv in onnn«r.-»-i \.r> 
with such cancellation. Such Sook va^Se i? So^ 
agreed upon, shall be determined by Arbitration 
pursuant to Section 20 of .this contract, bS^ shall 

SSrSaaes inc.^^L^S'^;^'"^^""^^ ^^^^ franchise. 

oS? ^^^y ^^^11 include, with- 

m^^.n^^i f^''''"' any payments- made by the City, 
or 1??^^^^° ^ resolution of the BoaJd authorizing 
?o-r^ r^''''^ another person to operate the System 
. frgJanteg?'',^''^ ^^^^ until a. fLnchise theJIfor 

«i!iiH«o!''"'^"^*'®f by^ expiration of its term, the 
purchase price to the City for the System shall be 
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its then fair value as determined l:>y arbitration 
held pursuant to Section 20 of this contract • Be- 
ginning within two years prior to expiration and 
whether not the City has then elected to pur- 

chase '-^.i, "^^^tem, either the Ci ty or the Gompany 
may v.einai^ an arbitration pur suant to Section 2 0 
of th. iitract , for the purpose of determining 

fair value of the System on the date arbitration 
was demanded , which determination shall be subject 
to correction or a;djustment by the arbitrators to 
reflect the fair value on date of expiration , to be 
paid by the City if it elects to purchase th^ Sys - 
tern. Such fair value shall be tha 5a:ir value of all 
tangible and intangible proper ty forming part of 
the System but shall not include any valuation 
based upon this f ranch i se • If the City does not 
purchase the System^ the Gompany shall remove 
that part of the System located in the streets and 
restore the streets to a condition satisfactory to 
the Commissioner of Highways . 

Upon the cancellation by the Boards or upon the 
expiration, of any other franchise to construct , 
maintain and operate a broadband communicati ons 
facilityv the Board may > by resolution, direct the 
Company to operate the same for the account of 
the City for a period of six (6) months and the 
Company agr ee s to comp ly wi th such direction . The 
City shall pay the Company all reasonable and 
necessary costs incurred by it in operating such 
broadband communication facility . 

SECTION 20. ARBITkATION 

Matters which are expressly made arbitrable 
under provisions of this contract shall be deter- 
mined by a panel of three arbitrators appointed by 
the Presiding Justice of the Appellate Division of 
the Supreme Court of the State of New York f or 
the First Judicial Department . The fees of the 
arbitrators shall be fixed by the said Presiding 
Justice ; The expenses of the arbi tr at ion > inc luding 
the fees of the arbitrators, shall be borne by the 
parties in such manner as the arbitrators provide 
in their award, but in no event will the City be 
obligated for more than half the expenses • The 
determination' of a majority of tlie arbitrators shall 
be binding on the parties. In the event that an 
arbitrable matter arises contemporaneously under 
.nother franchise, involving the same issue as that 
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to >e arbitrated under this franchise, the Company 
will not claim or assert that it is prejudiced by, or 
otherwise seek to prevent or hinder, the presenta- 
tion of the arbitrable matter under such other fran- 
chise for deterinination by a single panel. 

SECTION 21. MATCHING 

v>A. .^t is the understanding of the parties that the 
City intends to award franchise contracts for 
the construction, operation anca maintenance 
broadband cornmuhi cation facilities in other parts 
of the City pursuant to a competitive bidding pro- 
cedure, and that such contracts may contain pro- 
visions impos ing greater obligations on the grantee s 
thereof than are imposed by the provisions of this 
contract. It is further agreed that this contract 
may be modified so as to impose such greater obliga- 
tions by requiring that its provisions be matched to 
those contained in any one such contract (here- 
inafter referred to as the "contract to be matched") 
awarded elsewhere in the City , and that such mod- 

» ^ ification shall be effected, as hereinafter provided. 

(b ) The Company agrees to abide by the terms of a 
resolution duly adopted by the Board which modifies 
the amount of compensation payable to the city under 
this contract so as to match the amount of com- 
pensation payable to the City under the contract to 
be matched Such modification shall be made in 
conformity with a formula to be agreed upon by the 
parties which shall take into account only the 
number of residential dwelling units in the District 
as compared to the number of residential dwelling 
units in the district covered by the contract to 

be matched and the comparative costs of constructing 
a. system in the two districts. 

(c) The Company agrees to abide by the terms of a 
resolution duly adopted by the Board which modifies 
the terms of this contract so as to match, as nearly 

^ , as feasible, any of the terms of a contract to be 
matched requiring any of the following: 

(i) lower ceilings on charges for Basic Service 
■ to residential subscribers ; 

ivf^^' subdistricts encompassing fewer residential 
., ■ awe 1 ling uni t s ; 

(iii) greater channel capacity; 

(iv) two-way transmission capability; 

(v) . greater discount to City for Additional Service ; 
(VI) greater discount to governmental agencies and 

public benefit corporations for Basic Service . 
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The maximum extent tio which any terms may be 
matched under this subdivision shall depend upon 
the degree of comparability of this contract with 
the contract to be matched, takxng into account 
factors that may include, without limitation, per- 
formance demonstrating the operational feasibility 
of the provision (s) to be matched ; differences in 
construction costs ; technological advances made 
after substantial construction under this contract 
and the adaptability of such advanGes to exls ing 
plant ; marketability of the services author i zed , and 
such other factors and considerations as mc be 
relevant to an inquiry into the overall ecc ... ...aic 

comparability of the two contracts. 

d) If the Company takes the position that any 
such modification imposed by the Board exceeds 
the maximum permissible extent of matching de- 
scribed in subdivision (c) , it shall so notify the 
Board in writing within thirty (30 ) days after 
adoption of the modification resolution / specifying 
the grounds upon which its position is based , and 
further specifying the maximum permi s s ible extent 
to which such modification may, in its view, be 
imposed . 

(i ) If the Board agrees with such position 
taken by the Company , it shall adopt a resolution 
of modification in accordance therewith and the 
Company shall accept same. 

(ii ) If the Board is not in agreement , it shall 
so notify the Company promptly and such term 
shall be modified to the maximum extent permissi- 
ble under subdivision (c) of this Section, as de- 
termined by arbirration held pursuant to Section 

20 • \-^v"'.,;"^-^.'^- 

e) If necessary or appropriate, the Company shall 
be given a reasonable period of time within 
'^hich to adhere to the terms of any modification 
adopted hereunder If the: terms of any modifica- 
tion are determined by arbitration , the reasonable 
period of time for .adherence thereto shall be fixed 
by the arbitrators. 

f ) The Board shall select the contract to be 
matched and shall adopt modification resolutions 
as herein provided within ten (10) years from the 
effective date of this contract , and after at least 
four (4 ) year s from the effective date of the con- 
tract to be ma tched. 
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SECTION 22 ♦ SUBSEQUENT ACTIOW BY 
THE STATE OR FEDERAL AUTHORITIES 

(a) Should the State of New York oj- the F.c.C. 
require the Company to perform cr refrain 'from 
performing any act the performance or non-per- 
formance of which is inconsistent, with any o^ the 
P^?Yi^^°??s °f t^is contract, the Company shall so 
notify the Board and the Board shall thereuppti, 
if it determines that a materia Iprovisior herein 
is affected, have the right to modify any c - the 
provisions herein to such reasonable extent may 
be necessary to carry out the full intent anc pur- 
pose of this aigreement. 

(b) In the event the company is required by the 
F.C.C. to deliver signals in addition to those 
f^f P^*^^i^ed in Secti 

4 (b) of^ this contract / the dial locations to be used 
for such signals shall be fixed by the Director of 
Communications . 

(c) In the event the Company IS authorized but not 
required/ by the F.C.C, to deliver signals in 
addition to those for which dial locations are 
provided , or for which channels are available , the 
Company shall apply to the Director of Communi- 
cations for additional use and dial locations and 
the Director shall have discretion to grant such 
application on such terms as he deems reasonable. 

SECTION 23. SUNDRY PROVISIONS 

(a) Every direction, notice, or order to be served 

. Company shall be sent to its office located 
in the District. Every notice to be. served upon 
the City or the Board shall be delivered, or sent 
f mail (postage prepaid ) . to the Mayor 
and the Secretary of the Board at the City Hall 
The delivery or mailing of such notice, direction, 
or order shall be equivalent to direct personal 
notice, direction, or order, and shall be deemed 

to have been given at the time of delivery. 

(b) Within five (5) days of receipt thereof, the 

Company shall mail to those subscribers designated 
by the Director of Communications, a copy of a 
questionnaire to be provided to the Company by 
the Director of Communications. Such question- 
naire shall elicit responses of subscribers as to 
^PP^aisal of the service they receive , and 
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shall be aceompanied by envelope (postage pre- 

paid toy rlie Company ; add t essed to the Direcr^or of 
Communications • 
(c) No provision of this contract shall be modified 
except by a resolution of the Board adoptei 
pursuant to Chapter 14 of the iNie.w York CjJ^ 
Char ter • 

(dj All the provisions of this contract shall apply 
to the Company, its successoirs/ and assigns. 

(e) The xights and remedies reserved to the parties 
by this contract are cumularive and shall hcz-. 

in addi tion to and not in derogation of any 
other rights or lemedies which the parties inc^y 
have with respect to the sub ject ma tter of this 
contract, and a waiver thereof at any time shall 
not affect any other time • 

(f) If , after competitive bidding, no franchise is 
awarded by the City for the construction ^ op- 
eration and maintenance of a broadband cornmuni- 
cations facility in any particular area of the City 
the Board may direct the Company to construct^ 
operate and maintain the System in such area, 

upon the same terms and conditions as are con- 
tained; i n this franchise , except that ^ annual 
minimum amounts of compensation for such area 
shall be adjusted to reflect the ratio of the num- 
ber of residential dwelling units in such area to 
the number in the District covered by this con- 
tract. The annual minimum amounts , as so ad- 
justed, shall apply on an escalating scale in a 
manner similar to that set forth ih Section 7(a) (i), 
so that for the first year after the effective date 
of such direction the minimum amount of compen- 
sation shall be the adjusted equivalent of the 
amount required hereunder for the calendar year 
1971, for the second such year the adjusted 
equivalent of the amount requi red hereunder for 
the calendar year 1972, and so on. 

(g) The city hereby reserves to itself, and- the 
Company hereby grants to the City, the right to in- 
tervene in any suit, action or proceeding involving 
any prevision in this con t raetV 

(h) If any provision or. this contract, on the 
particular applicat i on thereof , shall be held invalid , 
the remaini ng prov:i .s ions , and their application , 
shall not be af rec ted the reby , ^ 

(i ) Specif ic mention oL ihe materiality of any of 
the provisions he^eir? is not intended to: be 
exclusive of any others tor the purpose of deter- 
mining whether »:tyt allure^ of compliance hereunder 
is material and substantial. 

\ This contract shall take effect on the date of the 
E RJ C execution thereof by the Mayor, referred to herein 
from time to time as the "effective date"^ 
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Relation of Accrued Depreci atio n and Return 
of Nev York CATV Syst ems 



Ratio Return on net 

net investment to investment plus 
gross i nvestment: working capital 
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Ratio . 01 
net investment to 
gross investment 
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48.96 
49.29 

50.41 
51.42 
54.43 
57.37 
57.57 

S8c69 
59.57 
62.31 
63o09 
63.92 

64.01 
64.30 
. 65.60 
65. 89 
67.03 

67.87 
69.21 
70.57 
70.98 
71.89 

72.62 
72.68 
73.49 
73.52 
73.89 

'75.74 
76.43 
76a 84 
76.80 
78.37 



Return on net 
investment plus 
working capital 

34,02 
12.48 
^2,23 
19.88 
9. .12 

(0,40) 
3 8 „ 6 3 
6,28 
(18,42) . 
2,61 

74,66 
1.48 
(12.34) ' 
22„S0 
(6,54) 

7.06 

11.30 
(oOOS) 

5.16 
14.92 

23.64 
25.33 

9,93 

5.05 
14,48 

13.91 
2,44 
13.72 
76o01 
(4.19)- 

(0o33) 
4,87 
20.56 

6.51 ; 

(5.65) 



Ratio ot Return on net 

net investment to investment plus 

gross investment^ working capital 

71 , 

72 o 18 21-83 

73 . 80,70. i . 91 

74 , 81 „ 32 >i ( 7 
75 * 82.67 ( H., 3 7 ) 

77. ' (Z^.ld) 

78. °i'22 8,00 

79. it"?? 25,57 

80. 85.19 10.68 

85.70 (2.79) 

82. * o5°Jo ^5,94} 

83. 8^'S9 (1,87) 

84. 6.97 

85. 90-00 18.35 

86. ^2.74 i6,23 

95,45 . (4.06) 



ERIC 



